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APPLICATION OF BREAK-EVEN CHARTS 
TO CASH SITUATIONS 


Wilford J. Eiteman 


WHAT OUR ANTITRUST LAWS ARE DOING TO BUSINESS 
Col. H. A. Toulmin, Jr. 


PLANNED EXECUTIVE DEVELOPMENT 
James C. Worthy 


fourth full length book digest 
“MANAGERIAL ECONOMICS” 
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HERE IS A PICTURE OF BUSINESS CONDITIONS! 





n(sp-cp)=TVI+t4b+tsb+teb+cCrt+aL—cCrl—ecS 
+TpCNP+BI+ BL-TDp-dep-—ob-ex—r~serl 
—d+ped—cetpad—catv0t7t+v0ts. 


Every transaction, every accounting adjustment, every 
cent borrowed, saved or spent... all economic activity... 
is represented. This equation makes it possible to deter- 
mine the effect of every economic activity on the nation’s 
total profits, sales, production, and general price level. 


This equation explains why InpustRy Forecast was able 


to unequivocally state... 


...in January 1951, “Prices of consumers’ goods in gen- 
eral will weaken during the second quarter of 1951. Total 
corporate profits after taxes for 1951 will be at least 30% 
less than in 1950.” 


...in February 1950, “Orders should be placed or other 
arrangements made with suppliers that will protect you 
against price rises and shortages.” 


...in July 1949, “Excessive inventories, the condition 
that set off the present readjustments, will soon be 
eliminated, and we will be faced with a somewhat oppo- 
site situation, a shortage of goods in many industries . . .” 


On each of these occasions almost all business forecasters 





were wrong... wrong because they relied to a great ex- 
tent on studies of past statistical relationships, and history 
never repeats itself exactly... wrong because they relied 
on personal judgments instead of mathematical conclusions. 


Our equation provides the only scientific basis for correctl; 
understanding current economic developments and accu- 
rately forecasting general business conditions. This equa- 
tion is the basis of INpUsTRY Forecast. It is derived in our 
book ECONOMICS IS AN EXACT SCIENCE which 
can be found in the New York Public Library, and many 
university libraries. 

INDUSTRY ForECAST predicts prices, retail sales, pro- 
duction, and profits from about six to twelve months 
ahead with accuracy, explicitness, and without hedging. 


These forecasts have been profitably used in business and 
investments for more than 30 years by members of our 
organization. They were made available to the public in 
July 1949. 

The monthly INpustry Forecast costs $50 a year. The 
great cost of bucking general economic trends is empha- 
sized by Business Forecasting, a publication of the Con- 


trollership Foundation. 


If you subscribe now to INDUsTRY Forecast, your sub- 
scription will begin with the June issue, but payment will 
not be due until August 1... you may cancel your subscrip- 
tion at any time before that date without cost or obligation 
...you will receive vitally important recent issues... 
other forecasts (including any particular issues that you 
would like to see)... and a booklet briefly explaining our 


formula. 

@ Subscriptions to Industry Forecast are 
accepted with the understanding that 
they are for the exclusive use of sub- 
scribers; they are not accepted from 
organizations cnd individuals that pub- 
lish or otherwise disseminate informa- 
tion of an economic nature. 
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Economic Library 


1270 Broadway, New York 1, N.Y. 


Please enter my subscription to the monthly Industry 
Forecast at $50 a year in accordance with the above 
offer. | may cancel my subscription before August 1, 
1951, when payment is due, without cost or obligation. 


Name 
Firm 
Address 


City 
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EXAMINATION 


IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, me. 
A Correspondence School Since 1903 


lag) 209 WEST JACKSON BOULEVARD 
ILLINOIS 


CHICAGO 6, 








This horn 
of plenty 


two ends 


Guaranty Trust 
Company 
of New York 


Capital Funds $375,000,000 


Member Federal Deposit Insurance Corporation 


From one end flow the marvels 
of applied science that help to 
make our American way of life 
so envied elsewhere—the 
“Juxurious necessities” which 
public utilities services make 

it possible to enjoy. At the 
opposite end, another stream 
flows in—the millions of dollars 
continually needed to develop, 
strengthen, and expand these 
services. That's the end 

where Guaranty Trust Company 
can help. 

Banking serves as vital and 
pervasive a role as does 
electricity throughout the fabric 
of our American “machine 
age” civilization. This bank 
has had long experience in the 
financial phases of industrial 
progress. In addition to its 
commercial banking functions, 
Guaranty Trust Company acts as 
registrar and transfer agent for 
corporate securities, as trustee 
of bond issues and pension 
trusts, and in other important 
related capacities. 


140 Broadway 

New York 15 

Fifth Ave. at 44th St. 

New York 18 

Madison Ave. at 60th St, 
New York 21 

Rockefeller Plaza at 50th St. 
New York 20 


London Paris Brussels 


TRUTH ABOUT JUNE! 

““What,”’ asked James Russell Lowell, 
“is so rare as a day in June?” More re- 
cently, Oscar Hammerstein II has told 
us that ‘June is bustin’ out all over.” 

THE CONTROLLER is not dead to poetry 

far from it. But, since we are THE Con- 
TROLLER, we decided to investigate June. 
Is it rare—unique (like the miserable 
February) or is it rather average? With 
the aid of a long-range record of the 
Weather Bureau, we dissected June. 
Here are the facts: Mass. Calif. 
Rainy Days 10 2 
Rainfall = Sai, 
Mean Temperature 69°F 66°F 
Hours of Sunshine 9 9.1 
Per Cent of Possible Sun 61 66 


Obviously, June is not a bad month. 
But ‘‘rare”’ is a trifle excessive in the cir- 
cumstances. 

We think that this illustrates two 
business viewpoints—the uncontrolled 
imagination of the salesman and the 
more factual approach of the controller. 
Each has available the same set of facts. 
But the salesman will brush aside the 
idea that swimming in the Atlantic on a 
69° day might be somewhat chilly. The 
controller will consider this as a factor 
in planning his strategy. 

There have been instances when the 
controller was the one man who pointed 
out the importance of weather in plan- 
ning a specific sales campaign. For 
weather is more than a topic of conver- 
sation. It remains one of the more im- 
portant factors affecting human activity. 
Obvious examples are the sale of rain- 
wear in wet seasons; the unmoving in- 
ventories of overcoats in warm winters. 

Companies selling directly to consum- 
ers know that the weather prevailing 
on the day their advertising appears has 
a tremendous effect upon the returns. 
Some companies have “‘controls” indi- 
cating average returns in given areas 
when certain types of weather prevail. 
One bakery chain even checks wind veloc- 
ity. (Ladies will not carry packages if it 
is windy. ) ee 

To forestall possible <i pe 
wrath of those who - 
love June, may we say - 
that THE CONTROLLER 
is, officially and off- 
the-record, pro-June. 

We consider it a de- 
lightful month, worthy 
of a place on anyone's 
vacation schedule. 
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These tiny holes can save 
you from serious loss 


To strengthen internal controls 


You need not change present sys- 
tems. More and more, controllers 
are relying on CUMMINS 300 Elec- 
tric Perforator because only with 
perforation can the invoice and all 
supporting papers be canceled in 
one motion. No skipping, no alter- 
ing, no eradication. Remember, “you 
can't erase a hole.” CUMMINS per- 
foration can strengthen many of 
your internal controls—without alter- 
ing present methods or forms. 101 
protective uses. 


IN BUSINESS AND BANKS SINCE 1887 
ORIGINATORS OF PERFORATORS 


Cummins 


Cummins-Chicago Corp., Chicago 40, Illinois 
See your Cummins man today. Mail this coupon 
Cummins-Chicago Corporation 
Chicago 40, Ill., Dept. CM- 651 
Simply clip to your letterhead and mail. 
(CO Please send me details on free, confidential 
survey of our internal controls. 
C Literature on perforators. [) On check signers. 
Name 
Title 


Company 


Address 
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CALLING ALL CONTROLLERS 
(Treasurers, Too) 
Editors, THE CONTROLLER: 

Perhaps this letter should be addressed 
to the Director of the Committee for the 
Prevention of Cruelty to, and the Care 
and Breeding of Controllers! In any 
event: 

In the November 1950 issue of THE 
CONTROLLER under the caption ‘Personal 
Notes,” there is a statement, which I 
quote : 

"Mr. holds the title of treasurer, 

having been advanced from controller.” 

This would seem to require explana- 
tion, elucidation, etc., since it may be 
agreed that a controller can be advanced 
to a higher position such as chairman of 


the board, president, even a vice-presi- 
dency, but, how could it be considered an 
advancement to take over the work of a 
treasurer? Was he forced by superior 
force to accept such “advancement” or was 
it obtained by subterfuge? Do you think 
the matter of sufficient gravity to be re- 
ferred to United Nations some day when 
there are no Russians about, or could a 
committee of Congress afford adequate 
protection ? 

In a situation so serious as this, please 
be assured that I shall gladly support any 
action deemed necessary to procure jus- 
tice to controllers, as for any other threat- 
ened minority. 

Mg: oe eae 


Any comments? 


—The Editors 





CONSULTING 


Chicag 


Seattle St. Lours St. Paul Duluth 


Buffalo Columbus Phoenix 


Complete Insurance Service 


nCANADA 


The same complete underwriting counsel, engineering and 


claim service characteristic of our service in the United 
States is available throughout all the Provinces of Canada. 
If your company has interests in Canada, you are invited 
to investigate the advantages to be gained through our 
services. Write for information on your business letterhead 


to any one of our offices listed below. 


MaArsu & McLEnNNAN 


INCORPORATED 


Insurance Brokers 
ACTUARIES 


New York San Francisco Minneapolis Detroit Boston Los Angeles Pittsburgh 
Indianapolis 


Vancouver 


© AVERAGE ADJUSTERS 


Superior Cleveland 
London 


Portland 


Toronto Montreal Havana 











EXIT THE PENNY! 


Editors, THE CONTROLLER: 

As suggested by a friend who knows 
about your publication, I am enclosing 
some material that you might find worthy 
of space in your publication. This project 
is meeting with popular favor in impor- 
tant places. 

WALTER E. DEWEY 
Public Accountant 
Boston, Mass. 


Back in 1942 I was checking the computa- 
tions of a sizable Federal (corporation) In- 
come Tax Return when it occurred to me 
to wonder what the result would be if the 
“cents” column, which has to be added, sub- 
tracted and multiplied, were to be omitted. 
To test this idea the return was prepared 
“without cents’ using the nearest dollar. 
The resulting change in taxable net income 
was too slight to be considered as against 
time saved to the taxpayer and the audit 
section of the Department of Internal Reve- 
nue. From then on further tests were made 
with the same result. Then came discussions 
with friends and acquaintances in all walks 
of life—bankers, professional persons and 
laymen. The idea met with enthusiastic ap- 
proval. 

Then followed a letter to the Commis- 
sioner of Internal Revenue setting forth the 
idea supported by impressive evidence and 
approval. I also wrote to various senators 
and congressmen who readily saw the pos- 
sibility of substantial savings in labor costs. 
But—the spark did not ignite. 


Then, in April 1950, there appeared an 
article in Time, stating: 


Penny Foolish 

Pittsburgh's Dravo Corp., which builds bridge 
foundations, dams and power plants, has long 
thought it a waste of time to balance its book 
down to the last penny. It thought that such 
meticulous accounting, when it involved esti- 
mates on large projects, was not accurate any- 
way. 

Five months ago, Dravo's bookkeepers were 
told to lop off all pennies in most of their ac- 
counts and round their figures out to the near- 
est dollar. Last week Dravo reported the re- 
sult: a 40% saving in accounting costs; a 9% 
reduction in the clerical force. 

Well—if a large corporation found it ex- 
pedient to omit “cents” in some of its ac- 
counting and labor costs, why would it not 
apply to government and state tax returns 
and other forms? 

One of the nation-wide commentators 
discussed the idea in one of his broadcasts 
and as a result I received many letters indi- 
cating interest and approval. A prominent 
lawyer had this to say: 

"Why has this idea not been adopted years 
ago? We prepare many tax returns in this 
office. Think of the time saved if we could 
disregard the ‘cents’ column!” 


A client introduced the idea in his cost 
records. The result was most rewarding as 
to time saved and results obtained. Aware 
of the unimportance of “cents” he went a 
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: Model “Ee” has a 
Mechanical Brain! 


Latest, most Automatic 
Posting Machine! 


Orns WEW/ 


And Easiest 
to Operate! 


the new UNDERWOOD SUNDSTRAND Model “E” 


All-purpose... Low-cost Accounting Machine 


IT’S COMPLETELY NEW! saves Time, 
Money, Effort—Helps Solve Your Manpower- 
Shortage Problems 

How new can you get in all-purpose accounting machines? 


Just as new—and no newer—than the low-cost Underwood 
Sundstrand Model E that’s registering so big. . . with businesses 
of all sizes. 


The Model E is so fast, so flexible, so easily operated, it can 
solve a troublesome manpower-shortage problem for you 


It has more application advantages than ever before possible 
with similar equipment—may be used to post a variety of 
records and for miscellaneous adding-figuring work. 


This all-purpose, low-cost accounting machine has the famous 
Sundstrand 10-key keyboard . .. can be operated by the touch 
system. 


A Mechanical Brain—the control plate that directs automatic 
operations—minimizes errors, saves time, money, effort 


Before you buy amy accounting machine, see the all-new 
Underwood Sundstrand Model E. Ask your Underwood 
Accounting Machine representative to arrange for a demon- 


stration... without obligation, 


*Price starts at $1483 plus taxes. 
Subject to change without notice. 


Underwood Corporation 


Adding Machines 
Carbon Paper Ribbons 
One Park Avenue New York 16, N. Y. 


Underwood Limited, Toronto 1, Canada 


Accounting Machines . Typewriters 


Sales and Service Everywhere 





step further. Quote—'You are going to pre- 
pare an Operating Statement and Balance 
Sheet. 1 wish these reports to appear without 
‘cents.’ Use the nearest dollar.” 

The reports were prepared as requested 
and they were accepted by the bank without 
question. It is interesting to note that with a 
gross business of $200,000 the net difference 
with and without “‘cents” was only 91 cents. 

Having indicated as above that the use 
of “cents” is totally unnecessary and is 
simply a waste of time and that “time is 
money,’ why waste time? 

We are all too sadly aware of the word 
the national debt, the cost of 
war, the many appropriations that run into 
billions. And yet we have to deal with cents 
which in so many instances are totally with- 


“billions 


out significance, 

If an item appears in a financial report as 
$112,648.52, I doubt very much if anyone 
looking at the figure pays any attention to 


the “cents” appearing 


From the Boston Herald, February 27, 
1951 
CENTLESS SENSE—The Metropolitan Life 
Insurance Company's latest statement bal- 
ances out at $10,338,071,651.68. Sixty-eight 
cents. All through that great accounting job 
the cents straggle, and that comes out in 
the end. Sixty-eight cents on ten billion dol- 
lars. Two cents out and the treasurer would 
have had to work all night finding it. 


If the cents were ignored in that huge op- 
eration, would policy holders fearfully pull 
out and the free enterprise system collapse? 

Of course not. Instead the company would 
save a fairish sum in accounting costs. 

A Boston accountant, Walter E. Dewey, 
has taken up a one-man crusade. Whether 
as a result of his efforts or not, the United 
States Treasury has ventured a small step in 
that direction. 

The internal revenue instructions to 
household employers for reporting the new 
social security taxes on their employes per- 
mit the optional use of whole dollars. For 
example, any amount between $4.50 and 
$5.49 may be treated as $5.00. 

If this can be done on the social security 
tax, why can’t it be done on all tax returns. 
And would that be a break for the income 
taxpayer! And neither the government nor 
the taxpayers would lose anything but work. 

The emphasis on the last penny is slightly 
old-fashioned accounting practice. The mod- 
ern stress is on practical information. 

One large grocery chain with stores in 
every state has on the desk of its top execu- 
tives every Tuesday a complete profit and 
loss Statement for the previous week. Of 
course, it’s not correct to the last cent, nor to 
the last dollar either. But it is more impor- 
tant for management to know how things 
are going than to be sure that every cent is 
present and accounted for. 

The American economic system has sur- 
vived without counting “mills.” Fractions of 











What are the Advantages of 


THE NATURAL BUSINESS YEAR? 


You will find the answers to this question in an informative 


article from a recent issue of The Journal of Accountancy. 
Because many company executives, bankers and accountants 
have shown an interest in this plan to avoid the “log-jam” of 


December 31 closings, we have prepared reprints of the article. 


If you would like a copy, please write 


Pandick Press, Ine 


Established 1923 
22 THAMES STREET, NEW YORK 6, N. Y. 
Printers of ANNUAL Reports ¢ Brocuures * PROSPECTUSES 
REGISTRATION STATEMENTS * PROXY STATEMENTS 
and all related documents 








a cent are counted to the nearest cent, and no 
one feels cheated. Well, the “cents” are, rela- 
tively speaking, getting to be as unimportant 
as mills. If the nation went on an even dollar 
basis (except for minor sales), every Ameri- 
can would come out at the end of the year 
with virtually the same debts and assets as 
he would have under the present system— 
but with less brainfag from figuring. 

The way the dollar has been diminishing, 
we may have to come to that anyway. 


REDMAN PRAISED 


Editors, THE CONTROLLER: 

I think Mr. Redman has done an excel- 
lent job in publicizing the activities of the 
Advisory Council on Federal Reports. 

I think the article will be very helpful 
in business circles in telling of the fine 
work the Council is doing. It is certainly 
interesting and timely and should be 
called to the attention of as many people 
as possible. 

JOHN C. GEBHART 

Director of Research 

National Association of Manufacturers 
New York 


BOUQUETS THAT BLOOM 
IN THE SPRING-TRA-LA! 
Editors, THE CONTROLLER: 

Thank you very much for sending me 
the March issue of your publication in 
which you refer to my material on annual 
reports (p. 126). 

You did a fine job of bringing these 
things to the attention of the readers of 
your excellent magazine. 

Lewis H. HANEY 
New York University Graduate School 
of Business Administration 


Editors, THE CONTROLLER: 

With the end of another year, and hav- 
ing now received the January issue, I am 
writing to congratulate you on the high 
standard THE CONTROLLER has now 
reached. The quality of the contributions 
you have recently published has been 
marked, and it seems to have acquired a 
new and livelier personality over the last 
year or so. 

Here in Britain it is of particular inter- 
est in showing us how American con- 
trollership is developing. The authorita- 
tive and useful picture it gives of this tre- 
mendously important function in modern 
economic progress is of great value. 

The closer British and American ac- 
countants, or controllers, can appreciate 
each other's problems and methods the 
better for us all. 

With all good wishes to you and THE 
CONTROLLER for 1951. 

P. LIVINGSTONE ARMSTRONG 
Newton, Armstrong & Co. 
London, England 


We thank you, one and all! 
—The Editors 
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Be rawers fall of 


important letfers 7 


Joe took the boss’s secretary at her word when she said, “Come 
in and pick up six drawers full of important letters for ship- 
ment.” What she didn’t say was that the letters were “filed” 
on microfilm —that six drawers full of letters —14,000 of them 
—boil down to two little rolls of film. And that just a few cents 
postage would speed them on their way. 


Doesn’t this unique ability of microfilm to save space and 
weight suggest ways your company could save money and 
assure safekeeping for vital business records? 


Burroughs offers fast, economical equipment, plus experienced 

counsel on adapting microfilm to various business needs. Find 

out how much Burroughs Microfilming can do for your business. 
Call your Burroughs man, or write to the Burroughs 
Adding Machine Company, Detroit 32, Michigan. 


FREE—a valuable booklet of information—“30 Ques- 
Bell & Howell Reader tions and Answers on Burroughs Microfilming.” W rite 


tcday on your business letterhead for your copy. 
Modern microfilm equipment built by Bell & 
Howell, and sold by Burroughs, is the finest 
obtainable. It reflects Bell & Howell's acknow!l- 
edged leadership in the field of precision instru- 
ments for fine photography. 


TWO /MPORTANT NAMES (NW M/CROFILMING WHEREVER THERE'S BUSINESS THERE’S 


| BellcHowell | Burroughs Bu rr oughs 


| MANUFACTURER DISTRIBUTOR 








Where Do You Get Your Facts? 


For controllers who occasionally have to talk before vari- 
ous civic or religious organizations, it may be of interest 
to scan the chapter headings on the ‘Speakers’ Book of 
Facts” published by the Political Action Committee, CIO: 


Civil Rights 

Displaced Persons 

Education 

Election Laws 

Farmers 

Health 

Housing 

Minimum Wage and 
Hour Law 


Missing Votes 
Monopoly 
Natural Resources 
Platform vs Performance 
Prices 
Security and 
Unemployment Insurance 
Taft-Hartley Act 
Taxes 


Just enough of the facts in the book are true to make a 
pretty convincing story, and apparently this book is being 
widely used by labor leaders and other partisans of unions. 

To the extent that the facts are correct, a great deal of 
good economic education will reach a mass of Americans 
who might otherwise be uninformed. 

For example, the discussion includes comments on the 
economics of bad housing and gives the following compari- 
son of municipal cost per family in a city as a whole and in 
a slum area 

CityasaWhole Slum Area 
Police Protection $ 19.19 $ 27.16 
Fire Protection 15.40 35.79 
Juvenile Delinquency .25 .60 
Public Health Services 15.52 52.56 
Public Welfare Services 89.50 224.01 


TOTAL $139.86 $340.12 

The city name is not shown since our inquiry in that city 
threw some doubt on the figures. But such a comparison, 
carefully done, is a good idea. 

Unfortunately the facts in some places are warped and 
the conclusions drawn are even more questionable. For ex- 
ample in their section on “Monopoly” the CIO says: 

“In 19 out of 26 major manufacturing industries, six 
companies, or fewer, control 60 per cent or more of the net 
assets.” 

The wording throughout the chapter indicates that con- 
centration of this sort, in itself, is somehow immoral or 
bad. The facts—that only a large company can turn out 
steel or automobiles and that only a large organization can 
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afford the risk of multi-million dollars research ventures— 
are given no mention. Quite the opposite. The book says: 

“In a really competitive economy, the people benefit . . . 
in a monopolistic economy—or one which is characterized 
by soft competition—nobody benefits but the monopolists.” 

Repeating an old theme, we hope all controllers will make 
the most of opportunities to speak to public groups. Truth 
can stand alone, true enough, but she may stand still. She 
needs transportation. 


Blood Pressure Is a Range Not a Point 

A recent statistical analysis by qualified heart specialists, 
based on study of more than 15,000 normal healthy persons, 
shows a wider range of blood pressure than had previously 
been considered normal. 

Is your doctor using a table that shows ranges like this, 
or one on which you are expected to conform closely to an 
average for your age? This question is not so much related 
to medicine as it is to the theory of statistics and the fre- 
quent misuse of statistics in various professional and engi- 
neering fields. 

In general, it would appear that doctors are slower to 
accept new concepts of statistics than they are new concepts 
of antibiotics or new sulpha drugs. Controllers know the 
value and meaning of figures. Perhaps controllers by reading 
this can benefit. You can’t prevent heart trouble but you can 
prevent someone from causing you to worry yourself to 
death. 

MEN 
Systolic Diastolic* 
68/92 
70/94 
70/98 
70/100 


Age 

30 110/145 

40 110/150 

50 115/160 

60 115/170 

* The pressure of the blood on the wails of the arteries is measured 
by the height of the column of mercury it will support. The systolic 


reading is maximum pressure, the diastolic minimum. The two readings 
are written 140/90 and spoken of as “140 over 90.” 


How Much Should One Learn the Hard Way? 


Recently I ventured the remark that the difference between 
a man’s success or failure may depend upon his choice be- 
tween learning everything by experience instead of profiting 
by the experience of others. 

That remark met an immediate challenge from a skeptic 
who pointed out that many a successful man in science and 
business would never have reached his goal if he'd taken 
another man’s word for the difficulties. 

This seems to be just one more demonstration of the 
point that there is no easy formula for accomplishment. 
Certainly the person who has to learn everything the hard 
way, by experience, will be definitely worn out before he 
has time to accomplish anything. At the other extreme, the 
man who takes someone else’s word on every decision or 
problem has little of the spirit of adventure and little likeli- 
hood of creative accomplishment. 

Between these two extremes lies the broad area where 
judgment counts; where brains, courage and integrity do 
make the difference between success or failure. 

—WALTER MITCHELL, JR. 











ne triden bie culator- 


The hinking Machine 


@ Exclusive features enable the 
Friden to handle more steps in 
figure-work without operator de- 
cisions than any other calculating 
machine ever developed. 

Once the operator sets a prob- 
lem on the keyboard—and touches 
the proper control keys—no ad- 
ditional human motions are re- 
quired. The Friden automatically 
“thinks out” accurate answers. 


IT TAKES WORK 
OUT OF FIGURE-WORK 


DURAN PLASTIC MAKER USES FRIDENS 


L. W. SHADLE, SECRETARY-TREASURER, MASLAND DURALEATHER CO., PHILA., 
pa.. writes: “Use of Friden Calculators in our Payroll Department 
has produced a high level of accuracy, speed and efficiency, so that 
we meet payroll deadlines with ease. Due to Friden simplicity of 
operation, we do not require highly specialized operators to maintain 
our increase in time saved. Similar results have been obtained by 5 
use of Fridens in our Cost Accounting, Billing and Production 


Departments.” 


© Friden Calculating Machine Co., Inc. 


You and the Friden Man will 
discover important applications 
of Friden “figure thinking” in 
terms of your own business. 

Figure on a Friden NOW — 
phone or write the Friden Man 
near you. Friden sales, instruction 
and service available throughout 
the U.S. and the world. FRIDEN 
CALCULATING MACHINE COo., Inc., 
San Leandro, Calif. 





Ayro calculations in a twink ing by 


Watch the Friden Automatic 
Calculator handle a payroll 
and you'll realize its 
unmatched flexibility and 
capacity for all kinds of 
“figure thinking”<Every 
computation—straight time, 
overtime, take-home pay, 
payroll recap— performed 
automatically and with 


N \{ uncanny speed 
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State Tax Reports... 


¢ State taxation once was easy. The property tax, a franchise tax, and 
a few license taxes made up the picture. But now all this is changed. 


© New and drastic forms of taxation have been created, rates have sky- 

rocketed, more and still more tax money is demanded. Today, as never before, 
correct, continuing tax information is vital to effective, economical business management. 
And not just at return time, but all through the year. Tax control must be carefully planned, 
plans constantly revised to match the swift pace of present-day tax changes. 


° For these basic reasons Tax Men everywhere welcome the special assistance of CCH’s 
State Tax Reports. 


© Forty-eight states and the District of Columbia are each individually covered by CCH's 
State Tax Reports, each state the subject of its own reporting unit. Swift, accurate, con- 
venient, the informative regular issues of each unit keep your tax facts and information 
constantly up-to-the-minute. Coverage includes new laws, amendments, regulations, rul- 
ings, court and administrative decisions, return and report forms—in short, everything 
important or helpful in the sound and effective handling of corporate or individual state 
taxes and taxation. 
Write for Full Details of Reporting for Your State 
COMMERCE. CLEARING, HOUSE,.INC.. 
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What Our Antitrust Laws 
Are Doing to Business 


Col. H. A. Toulmin, Jn. 


USINESS IN AMERICA today is fighting 

two wars. On the one hand it is fight- 
ing the war against aggression from with- 
out, by performing production miracles 
for our country. 

On the other hand, it is fighting a war 
of an entirely different type—a legal war 
from within against the harassments of 
the Department of Justice in its adminis- 
tration and enforcement of our Antitrust 
laws. 

The Department of Justice, with its 
nearly $4 million appropriation for its 
Antitrust Division, is a law unto itself 
—a completely independent bureau- 
cratic power until it reaches the upper 
courts when it is too late for the help- 
less litigant. It is sole judge of its own 
actions: who it should sue: how busi- 
ness should be run according to the so- 
cial ideas of its men—and if businesses 
do not agree with it, the Department of 
Justice, without review of its actions, 
can sue, indict, expose all corporate pri- 
vate affairs and hurl terrible accusations 
—all without liability and, if it loses, 
without recourse for the loss to busi- 
ness of money and reputation. 

That is not fair play. 

Besides, in thirty per cent of its crimi- 
nal cases, the Department of Justice has 
been wrong: it lost its cases. 


THE PARADOX 


A strange and unfortunate situation 
exists. American business is hailed as the 
greatest productive force in the world. 
When our American way of life is 
threatened by foreign aggression, every- 
body—the Government as well as the 
public—turns to it, relies on it to save 
us from disaster. The one thing that 
makes us stronger than other nations is 
the productive capacity of American 
business, and its genius for research and 
new developments. 

Yet, the voluminous records of anti- 
trust proceedings show that the Anti- 
trust Division of the Department of 
Justice has carried on a continuous cam- 
paign during the past decade to destroy 


our successful organization and methods 
of operation which have lifted American 
business to world supremacy in produc- 
tion and invention. 

The major portion of this litigation 
campaign was not for the purpose of 
protecting the public, the individual, 
who could not protect himself—it was 
for the purpose of protecting one class 
of competitors from another, for the 
purpose of giving unearned advantages 
to the less successful and penalizing the 
successful, even though the consumer 
suffered. In my judgment, it has resulted 
in a complete defeat of the purpose of 
the Antitrust laws. 

The whole basis of our merchandising 
and manufacturing success is attacked by 
destroying our American methods of 
doing business such as exclusive dealer- 
ships, building plants in advance of de- 
mand in order to serve the public, con- 
ducting research and cross licensing 
competitors, giving uniform patent li- 
censes to even competition, the acquisi- 
tion of noncompeting but supplement- 
ing companies to effect economies, etc. 

The government now seeks decrees 
compelling you to cancel your supply 
contracts with customers beyond one 
year, to give your competitors your 
technical know-how and to give your 
patents to your competitors free of 
charge—in short, appropriates your 


FOR A REMEDY: An impartial non- 
partisan “Antitrust Authority” for 
administration and policy-making 


property without compensation. There 
is nothing in the law to justify it—good 
morals condemn it. 

The Antitrust laws were meant to regu- 
late methods of business to insure fair 
play——not to change methods of business 
or destroy business organization. 

Since 1938, more antitrust suits have 
been filed in the United States than in 
all the prior history of our antitrust laws 
—that is, from 1890, when the Sherman 
Act was passed, to 1938. Three hundred 
and forty-two suits were filed by the 
Government in one five year period. 
Every type ef business has been sub- 
jected to threats of litigation. 


PROSECUTION—WAR OR NO WAR 


This complex situation has the most 
serious implications, and especially since 
we are now engaged in another gigantic 
defense effort. The announced policy of 
the Department of Justice is that it will 
continue its relentless prosecution of 
American business—war of no war. 
This policy was made clear by Assistant 
Attorney General H. Graham Morison, 
on January 24, 1951, shortly after he 
became Chief of the Antitrust Division, 
when he declared, in an address before 
the New York State Bar Association, 
that “the litigation program of the Anti- 
trust Division will not abate.” 


COL. HARRY A. TOULMIN, JR., lawyer, soldier, author, 
is a member of Toulmin & Toulmin, patent attorneys, Dayton, 
Ohio, and Washington, D. C. As an author he is famed 
among attorneys for his monumental “Treatise on the Anti- 
trust Laws of the United States.” As a soldier he served as an 
assistant chief of staff for the Air Corps in France in World 
War | and in World War Il was a member of the Pear! 
Harbor board and author of its report. This speech was 
delivered by Col. Toulmin at the Eastern Conference of 
Controllers Institute held in Baltimore in April 1951. 
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He condemned the system prevailing 
in World War II, whereby applications 
for the suspension or postponement of 
antitrust actions were made directly to 
war agencies, because the defense of 
such proceedings would interfere seri- 
ously with the performance of war con- 
tracts. 

But now, “under existing arrange- 
ments,” he declared, all requests for 
postponements of antitrust actions must 
be made directly to the Department of 
Justice. 

He also asserted that any request for 
suspension of antitrust action, could 
only be considered “if it is factual and 
demonstrates a direct and substantial in- 
terference with the defense program.” 

And he said further: “We simply can- 
not deal with ‘pleas to the general issue.’ 
A request for suspension, based upon 
the undeniable inconvenience of an anti- 
trust case, clearly is not enough.” 

The whole philosophy expressed in 
the address of Mr. Morison, has been in- 
terpreted by many that war or no war, 
business must conform to the economic 
and social philosophy which the Depart- 
ment of Justice may lay down today, 
and which, of course, it might change to- 
morrow if it so wishes—even if the pro- 
ductive machinery of American business 
is thereby dangerously disrupted. 

It is fair also to ask what the lawyers 
in the Department of Justice will con- 
sider “substantial interference with the 
defense program.” Are their opinions 
likely to coincide with the view of busi- 
ness, which is weighed down with the 
problem of doing the production job, 
or of our armed forces in the front lines 
whose lives depend on business keeping 
the armaments flowing to them? 

The record of the Antitrust Division 
of the Department of Justice, in its ad- 
ministration of the antitrust laws in re- 
cent years, does not arouse in us as- 
surance that the productive machinery 
of our country will not be disrupted or 
weakened. Many students of antitrust 
proceedings have become convinced that 
the Department of Justice in recent 
years, has given an interpretation to the 
antitrust laws which is not specifically 
justified by the language of the statutes 
and which was never intended by the 
Congress in the enactment of the sta- 
tutes. 

When we analyze the course of the 
administration of the antitrust laws, the 
increasing tempo of the pressure upon 
business and commerce, the imposition 
of social philosophy of individuals 
through the medium of these laws, and 
the whittling away of freedom of enter- 
prise and its constant conversion to nar- 
rower and narrower channels of activity, 
are apparent. 


THE CONTROLLER 


Social regimentation and individual 
regimentation are going on in our midst. 
American business is in a state of com- 
plete uncertainty. Corporations must 
now be organized for a legal war, as 
well as for production, because Federal 
litigation is so great. 

It is well to bear in mind that our 
antitrust laws, with their thirty supple- 
mentary and collateral statutes, are more 
dangerous to our democracy than any 
other laws enacted in all the history of 
our country. This is so because they are a 
broad charter for business control, are so 
general in character and so sweeping in 
conception that the regimentation of 
business, industry and commerce into al- 
most any economic pattern that the De- 
partment of Justice and the Supreme 
Court may decree is possible. 











“It won’t take him long to get rid 
of me, will it? I’m in a hurry!” 


. . . * e . 7 * . 


While the Supreme Court in recent 
years has been increasingly rejecting the 
views of the Department of Justice, the 
damage to business by unwarranted liti- 
gation is tremendous. Reversal by the 
Supreme Court is often too late to 
remedy the injury. It is imperative that a 
better check than exists today be placed 
on the Department of Justice so that it 
cannot plunge headlong into a campaign 
to change the entire aspect of our so- 
ciety and convert it from a democracy 
into a form of completely regimented 
state. 

One cannot believe that all the various 
companies and talented executives and 
able lawyers and the great institutions 
they represent can be so evil and so 
wrong as they are painted in the many 
actions instituted by the Department of 
Justice. One cannot believe that Ameri- 
can business in general has not operated 
for the public good. One cannot believe 
that America could have risen to its 
heights of greatness, if the pattern of 
American business, which has made this 
nation supreme as a  acaune force, 
had not been developed. 
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We shall certainly rue the day when 
the initiative, the ingenuity and the 
strength of American business are so 
throttled that its productive progress 
cannot continue. 


RELIEF MEASURES 


Now what can be done to relieve busi- 
ness of the uncertainty which prevails 
and to remove the fear of harassment 
and of endless, time-consuming litiga- 
tion? 

It seems that the jealous effort of the 
Antitrust Division of the Department of 
Justice to preserve its bureaucratic sta- 
tus, irrespective of national defense, 
emphasizes the necessity for an impartial 
organization to deal with antitrust prob- 
lems by adjustment. 

Business needs to know specifically 
what it can and cannot do—certainty is 
the foundation of its operations. There 
is no place that business can go today to 
find out. It cannot find out with cer- 
tainty if its operations are in technical 
violation of the antitrust laws even by 
consulting the ps WoT of Justice. 
The Department of Justice may change 
the rules tomorrow. 

As a matter of fact, no agency of gov- 
ernment really has any specific power, in 
wartime or in peacetime, to suspend the 
operation of the antitrust laws. That is 
a major weakness of the present set-up. 
We need to establish an entirely new ap- 
proach—if the antitrust laws are to be 
administered and enforced in a practical 
and economical manner, without need- 
less litigation, and so as to keep Ameri- 
can business strong. 

Here is a suggested constructive plan 
which will prevent much litigation and 
at the same time will be in the public 
interest: 

1. The power of administering the an- 
titrust laws—the policy making—should 
be taken out of the hands of the Depart- 
ment of Justice. The Department of Jus- 
tice should act as an enforcment and 
nothing more. 


2. An“ ANTITRUST AUTHORITY” should 
be established. This Authority should be 
an impartial, nonpartisan board, and 
should include representatives of business, 


labor and the public. 


3. This impartial Authority should be 
the administrative and policy-making 
agency. To this Authority should be dele- 
gated the responsibility of interpreting 
the antitrust laws, and of deciding what 
are and what are not violations of these 
laws. It should serve as an advisory agency 
to which business might go to find out 
whether its activities or contemplated ac- 
tivities are in violation of the statutes. It 
hould serve as a forum for businesslike 
adjustment avd arbitration of antitrust 
disputes, and its primary objective should 





be to prevent needless litigation and to 
settle antitrust problems by adjustment. 

4. Only after this Antitrust Authority 
acts, and only in cases where a settlement 
cannot be affected by adjustment and ar- 
bitration, should the Department of Jus- 
tice be empowered to bring an antitrust 
suit. 

These are the four fundamental fea- 
tures of the plan. This plan of operation 
is traditional with us in many other 
agencies of government. We have such 
protection in the Federal Reserve Board 
for Banks, the Interstate Commerce 
Commission for Carriers, and the Civil 
Aeronautics Authority for aviation and 
for labor and agriculture—why not 
business generally? In short, Justice 
must justify its litigation to an impartial 
Public Board. 

In World War II, many businesses 
were encouraged by government war 
agencies to do things to further the pro- 
duction program that were technically 
in violation of the antitrust laws, Im- 
mediately after the war, many businesses 
were surprised to find themselves con- 
fronted with antitrust suits, filed by the 
Department of Justice, for doing those 
very things the government had te- 
quested them to do. 

Congress can enact legislation au- 
thorizing the establishment of an Anti- 
trust Authority, and define the powers 
and scope of activity of the Authority. 
It can limit the powers of the Depart- 
ment of Justice, so that it will act merely 
as a law enforcement agency and can 
only file suits after the Antitrust Au- 
thority has acted and has failed in its 
efforts of adjustment or arbitration of 
questions that may arise. When a group 
of lawyers in the Department of Justice 
average loss of thirty per cent of their 
cases, it is time a body of laymen con- 
trol their actions—that is what any 
board of directors would do. 

Six months ago the Department of 
Justice would criminally indict you if 
you agreed on a fixed price. Today it has 
been breaking its neck to get control of 
the present system of price regulation as 
the only salvation of our economy—a 
thing business men long ago discovered 
is often essential. Consistency is the 
jewel that is absent from the Depart- 
ment crown. 

As Barron's recently said under the title 
“Whither Justice ?”’: 

“Put more bluntly, the Department of 
Justice will now try to enforce on the 
meat industry the very practices which it 
claimed the Big Four were illegally using 
back in 1948. Instead of trying to expand 
competition in this field by letting new 
slaughterers into the business, the Depart- 
ment will try to limit competition by 
keeping them out and maintaining the 
status quo.” 


God Save the United States! 





EUROPEAN CORPORATION CONTROLLERS VISIT U.S. COMPANY 


Four representatives of three European countries who are visiting America to learn 
more about methods and procedures followed by corporation controllers and account- 
ants in this country are shown above in the office of PAUL W. HEASLEY, assistant 
treasurer and controller of the Trailmobile Company in Cincinnati. Standing, from left 
to right, are JOHN O. RUEHLMANN, assistant controller, the Trailmobile Company; 
CIHAD RENDA, of Turkey; LUCAS VAN ESSEN, of the Netherlands; MEHMET OZGUR, 
of Turkey; and EDMOND A. GRACE, of Ireland. Mr. Heasley is seated. All of the 
visiting men are company controllers in their own countries. 


FRENCH ECA GROUP STUDYING AT NEW YORK UNIVERSITY 


French businessmen, studying in this country under the ECA program, are shown 
here at New York University’s Graduate School of Business Administration in a lecture 
session conducted by Theodore Lang, professor of accounting at the school. 

To speed the progress of the meetings, interpreters translated simultaneously the 
remarks of the lecturers into French, the translation being carried to the audience via 
earphones similar to those used at United Nations sessions. 

Controllers Institute and the National Management Council cooperated in planning 
the arrangements for this and other ECA-sponsored groups, and Walter Mitchell, Jr., 
managing director of Controllers Institute, addressed one session of the class. 
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Application of Break-even Charts 
to Cash Situations 


REAK-EVEN CHARTS are usually based 
B upon profit and loss data and are used 
to predict the earnings most likely to re- 
sult from a given scale of operations. By 
a slight rearrangement and a few adjust- 
ments such charts can be made to yield in- 
formation regarding the effect of changes 
in the scale of operation upon cash in and 
out. 


see 
cee 


Variable expenses 
1 


eee eee ee ee 


Fixed expenses 








@) xX 
FIGURE 1: A conventional break-even chart. 
Figure 1 is a simple break-even chart 
presented in conventional style. Conversion 


of this chart to a cash basis requires that 
fixed expenses be divided into (1) those 


that involve cash disbursements and (2) 
those that do not involve cash disburse- 
ments (depreciation, for example). Then 
in constructing the chart the order 
(from the bottom up) should be: (1) 
variable expenses, (2) cash fixed ex- 
penses, and (3) non-cash fixed expenses. 


FIGURE 2: The conventional chart rearranged. 


‘ sae 
— Variable expenses 
l 


O x 


Several advantages are gained by this 
simple rearrangement. In the first place, 
the distance between the OS line and 
the OV line now indicates the extent to 
which operations at each possible scale 
contribute to overhead after covering 








WILFORD J. EITEMAN, professor of Finance in the School 
of Business Administration at the University of Michigan, 
and a vice president of the American Finance Association, 
is author of the following books: “The Stock Market” (with 
C. A. Dice), “Corporation Finance,” “Graphic Budgets,” 
“The Lease as a Financing and Selling Device,” “Price De- 


termination,” and “Investment Advice for Professional Men. 


“ 


During the early part of World War Il, Professor Eiteman 
served as O.P.A. Price Executive of Alaska, and later taught 


in the Army University at Biarritz, France. 
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variable expenses. It will be noted that 
this information is not revealed by the 
more conventional arrangement. For ex- 
ample, it is difficult to tell on line “gq” 
of Figure 1 the extent to which revenue 
after variable expenses is contributing 
to overhead. Yet this information is re- 
vealed by a glance at Figure 2. 

But the most important advantage of 
the rearrangement is that the vertical 
distance between line CC! and the base 
line now approximates cash disburse- 
ments. Thus, on the basis of certain as- 
sumptions, the distance between lines 
OS and CC! reveals the probable change 
in cash that will accompany each possi- 
ble scale of operations. This information 
is not revealed by Figure 1. 

However, the use of Figure 2 for fore- 
casting cash balances is based upon 
certain assumptions which should be 
checked carefully. Specifically, these as- 
sumptions are: 

1. That sales revenue equals cash re- 

ceipts. 

2. That all expenses involving cash 

are paid. 

3. That all goods produced are sold. 

4. That income taxes are paid on a 

pay-as-you-go basis. 


ADJUSTING FOR 
ACCOUNTS RECEIVABLE 

As pointed out, the break-even chart 
in Figure 2 assumes that sales equal cash 
receipts. This would be true only if no 
increase in accounts receivable was con- 
templated. In such an event the distance 
“mn” on Figure 2 would represent the 
probable increase in cash when the scale 
of operations attained OX. But if ac- 
counts receivable are expected to in- 
crease, the distance “mn” must be de- 
creased by the amount of the expected 
increase; if accounts receivable are ex- 
pected to decrease, ‘‘mn” must be in- 
creased by the amount of the decrease. 
If past experience has shown the ac- 
counts receivable balance to be a func- 
tion of the volume of sales, then a cash 
receipt line can easily be computed and 
substituted for the sales line of the con- 
ventional chart. 

The CR line of Figure 3 represents 
probable cash receipts. The location of 
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FIGURE 3: A cash break-even chart adjusted for 
changes in accounts receivable and payable. 


the line is easy. If sales for the year 
ahead are expected to be the same as those 
for the year just past, cash-in will ex- 
actly equal dollar sales. The point that 
represents both sales and cash receipts 
on the chart will therefore be located at 
the intersection of the X vertical and the 
OS line. If sales for the year ahead were 
to be zero, then cash-in would be an 
amount equal to the beginning accounts 
receivable balance. This fact locates 
point “ar” on the chart. Now a line 
drawn from point ‘ar’ through the in- 
tersection of the X vertical and the OS 
line would indicate the probable cash 
receipts for every possible scale of op- 
erations. 


ADJUSTING FOR 
ACCOUNTS PAYABLE 

As pointed out, the CC! line of Figure 
3 assumes that all cash expenses incurred 
are actually going to be paid during the 
period. An increase in accounts payable 
would vitiate this assumption. Thus 
cash-in would be more than ‘“‘mn’”’ if ac- 
counts payable were to be increased and 
less than “‘mn’”’ if accounts payable were to 
be decreased. This adjustment is not diffi- 
cult to make if accounts payable can be 
forecast. On Figure 3 accounts payable 
were assumed to increase by nn! and the 
change in cash was adjusted accordingly. 


ADJUSTMENT FOR 
INVENTORY CHANGES 

The conventional break-even chart 
also assumes that all goods manufactured 
will be sold. Actually production is often 
greater or less than sales volume due to 
the possibility of changing the inven- 
tory of finished goods. Since cash re- 
ceipts are a function of sales and cash 
oa wall are a function of produc- 
tion, an adjustment in the CC! line of 
Figure 2 is obviously necessary. 

Figure 4 suggests how this adjustment 
can be made. Sales of OX are expected. 
Production of OX! is planned. The dis- 
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FIGURE 4: Adjustment necessary when the produc- 

tion budget exceeds expected sales. 


tance XX! therefore represents the ex- 
pected increase in finished goods inven- 
tory. The intersection of the X? vertical 
with the CC! line indicates probable 
cash disbursements. Thus the distance 
nn! represents the decrease in cash bal- 
ance that can be expected as a result of 
the planned change in finished goods in- 
ventory. 

If OX! had been less that OX, then n! 
would have fallen below the CC? line 
and the distance nn? would have repre- 
sented the expected increase in the cash 
balance. 

Planned changes in raw materials in- 
ventory would call for an adjustment of 
the CC! line similar in nature to the ad- 
justment made for accounts payable ex- 
cept that increases in inventory would 
be deducted and decreases in inventory 
would be added to mn. 


ADJUSTMENT FOR INCOME TAXES 


Income taxes appear on the conven- 
tional break-even chart as a triangle in- 
vading the profit area (refer back to 


Figure 1). The need for adjusting this 
item in converting to a cash basis arise 
out of the fact that the current year’s 
tax decreases the earnings of the cur- 
rent year but not the cash account. Actu- 
ally the cash balance of one year is re- 
duced by the amount of the previous 
year's taxes without regard to the scale 
of operations currently attained. Thus it 
is only necessary to increase the altitude 
of the CC! line by the amount of the 
previous year’s tax liability. 

Figure 5 presents a conventional 
profit-and-loss break-even chart (Figure 
1) adjusted to a cash basis to show the 
effects of (1) credit sales, (2) produc- 
tion in excess of sales volume, (3) an 
increase in accounts payable, and (4) 
the payment of the liability for last 
year's income tax. 
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FIGURE 5: A profit-and-loss break-even chart con- 
verted to a cash basis. 
OS is sales line 
OX is sales volume of previous year 
OS' is sales volume expected in current year 
OP is planned production 
CR is expected cash receipts 
CD is expected disbursements ignoring possible 
changes in accounts payable 
mn is expected net cash inflow 
' is expected increase in payables 
is adjusted expected net cash inflow. 
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“Try answering it again. This time without the legal jargon” 
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“We can’t go... 
it’s informal !” 


Quite sensibly these Tuxedo-ed titwillows hesitate 

to go where they won't feel at ease. They’re like the figure worker 
who frets over some new problem because he hasn’t 

the right equipment. Monroe, you see, makes a model to 

meet every figuring or accounting need. And every 

Monroe makes operators more productive and efficient. 

Just in case you missed the moral of 

today’s bird lecture, it’s this: get Monroes and 


stay off thin ice with figures. 


Monroe solves your figuring 
and accounting problems...a 
model to meet every need! 


Monroe CALCULATING Machine 


NEW MODEL CSAI The very latest type 
fully automatic has just the features re- 
quired for the economical handling of 
all your general business figure work. 


Monroe ADDING Machine 


RHYTHM-ADD! Operators rave about the 
effortless speed of Rhythm-add, give 
credit to Monroe design, “Velvet Touch"* 
keyboard, and glareless cushion-top keys. 


Monroe ACCOUNTING Machine 


VERSATILE! A multi-purpose bookkeeper 
that handles several kinds of jobs. Like 
all Monroes, its “Velvet Touch'’* is one 
reason operators who know prefer Monroe. 


*VELVET TOUCH” originated in 1935 to de- 
scribe Monroe's matchless ease of operation. 


Every Monroe is sold only through 
Monroe-owned branches; serviced by 
Monroe's factory-trained organization. 


M O N RO E MACHINES FOR BUSINESS 


Monroe Calculating Machine Company, Inc., General Offices, Orange, N. J. 





The Frauds of Communism 
Eduard J. Webster 


HE SPECIFIC COUNTS in my bill of in- 

dictment of the Frauds of Communism 
are not exhaustive, but they will reveal the 
sinister sham of this bastard thing called 
communism. 

One recollects with disgust how emi- 
nently respectable it was in some circles not 
long ago to snuggle up to it. For years the 
citizens of this land were so bulldozed— 
at times by public servants in high places— 
that they hardly dared discuss it. To do so 
was to invite the epithet ‘‘red baiter’”’ or to 
be called an “enemy of unity.” But just 
now, when we are once more being shot at 
with insidious pleas for “‘unity,’’ we should 
not forget past offenses committed in the 
name of unity. 

How many recall that, during World 
War II, Earl Browder, head of “The Com- 
munist Party of the U.S.A.,’’ who had been 
convicted of perjury in connection with 
his communist activity, was pardoned by 
the President “in the interest of unity?’ 
Unity with whom—and for what ? 

Unfortunately, the zeal for unity was 
not matched by zeal to keep our govern- 
ment from contamination by this unclean 
creature. At this critical juncture in the 
life of our country it would be a betrayal of 
responsibility to renounce our right as in- 
dividuals freely to discuss, fairly to criti- 
cize, and forthrightly to condemn policies 
of public servants when they threaten the 
integrity and well being of the Nation. 


LET'S LOOK BACK 

It is highly pertinent to my subject to 
review briefly a chain of events that is in- 
separably related to the present world situ- 
ation and to our own future. When, in 
1933, the United States recognized the 
Russian communists, that gangster state 
was as indisputs ‘ly outside the circle of 
civilized nations as at any time since the 
revolution which brought it into being. 
There was not the slightest evidence that 
the Ku Kluxers of the Kremlin meant to 
bind themselves to observance of the prin- 
ciples, laws, and usages which are the 
marks of decent, responsible governments. 
In the circumstances, the recognition of 
the communists was a mistake so flagrant 
as to cast doubt upon the judgment and 
competence of those responsible for it. 

When the Dies Committee was created 
by Congress to study the activities of com- 
munists in the United States, a sneer and 
smear campaign was organized in Wash- 
ington to discredit its efforts. In the mean- 
time, communist front organizations were 


welcomed. One such group was “‘officially 
entertained.’ By the time World War II 
came, the City of Washington crawled with 
communists. How many “‘infiltrated’’ we 
shall never know. A few have been uncov- 
ered. We now know that they got into 
some departments of government, and that 
they were able to lie and steal their way 
into some of our most vital secrets, includ- 
ing atomic research, 

Well, it appears that some have been 
pathetically slow to learn. Only four years 
ago it was announced from the White 
House—whether by a tax-supported ghost 
writer or in an original epistle I do not 
know—that the talk about communism 
was just ‘bugaboo.’” Somewhat later the 
subject was dismissed with the cavalier 
gesture that discussion of communism was 
“a red herring.” Not long thereafter, in the 
throes of a political campaign, the people 
were admonished to be calm, to forget the 
“hysteria” over communism, since it was 
nothing but “the propaganda of special 
interests.” 

Such is the drab background against 
which we must view the situation now 
confronting up. Look at it! Every decent 
government in the world is on the defen- 
sive. The blood-slimy hand of communism 
has reached out to estop all constructive 
efforts to make this world the abode of free 
and happy men and women. Worst of all, 
another generation of young men must go 
down into the miry hell of war. 


OUR PERSISTENT ATTITUDE 

Even at this late hour, two unfortunate 
attitudes toward communism tend to per- 
sist. One is that we should cease criticizing 


communism and show the world that de- 
mocracy actually works. That seems to be 
a vague, propaganda-induced guilt com- 
plex. We should try to convince the thief 
that we are honest people while he is busy 
packing up the swag. The other is an 
equally inane plea that we should “try to 
understand communism.”’ The implication 
is, apparently, that were we to do so, we 
could not fail to appreciate its nobility and 
purity! In the light of the record of com- 
munism, proponents of that plea must be 
somewhat less than mentally responsible. 


THE JARGON OF KARL MARX 
Undoubtedly some innocent persons 
have been mystified by the “ideology” of 
communism, referring to the dogmatic jar- 
gon of Karl Marx. That conglomerate of 
fuzzy theory never has been, and obviously 
could not be, verified in human experience. 
I know of no reputable economist who 
would attempt to defend it. Nevertheless, 
it is a subject about which we should be 
informed. I particularly recommend that 
you read the “Communist Manifest®.” If 
you discover the least glimmer of sweetness 
and light in it, please let me know. It ap- 
peals to nothing higher than hatred— 
hatred of fellow-humans. In it one notes 
the utter absence of moral inhibition. The 
prevailing overtone is the “big lie’’ eco- 
nomic determinism, a doctrine which ap- 
pears to say that man’s god is his belly. 
All too much time has been wasted in 
discussions of communist “ideology.” Most 
of this discussion is a mere diversionary 
tactic designed to befuddle the unwary. In 
it there is nothing either intellectually re- 
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spectable or morally defensible. For the 
gangsters who pull the strings in “the 
party’’ it is the hocus-pocus by which they 
retain their power. No one will learn much 
about the vicious cruelty of communism 
by studying its “ideology.” Therefore my 
e is to call attention to communist 

shavior, and I shall do so by discussing 
some of the frauds which are the channels 
through which it expresses its moral lep- 
rosy. 


SEMANTIC TRICKERY 

The weapon which the perpetrators of 
these frauds wield with such shamelessness 
is semantic trickery, or the corruption and 
perversion of words—that is, attaching 
noble, honorable labels to their shoddy 
goods. And they do that by the meanest 
exploitation ever devised ; namely, preying 
upon the credulity of defenseless people— 
lying to them. The procedure is to claim 
for themselves and their “system” all of 
the high virtues which they lack and in 
the same breath accuse the “capitalist” 
world of all the communist vices. It is as 
simple as that. Having attending many of 
their meetings, I know whereof I speak. 


FRAUD #1—and it is outstanding—is their 
blatant condemnation of “capitalism.” 


For more than one hundred years they 
have prattled incessantly about the all- 
embracing evils of capitalism.* But within 
less than thirty years their system has be- 
come the most arbitrary, arrogant, rigid 


capitalism the world has ever known. Let 
us not be fooled any longer. 

Capital is savings from past production 
for use in future production. They cannot 
crawl from under that simple truth. How 
the saving is achieved or by what political 
mechanism it is administered are related 
subjects. 

In communist Russia, their capital is 
manipulated by a vicious totalitarian slave 
state. Their boasted ‘‘five-year plans” were 
designed to accumulate capital, and much 
of their capital—apart from that which 
was bay nc var (stolen) at the time 
of the revolution—was amassed by with- 
holding food from the hungry and cloth- 
ing from the ill clad, not to mention the 
toil of slave labor in concentration camps, 
where the depravity of government 
plumbed new depths. 

That which originates as capital, does 
the work of capital, and behaves like capi- 
tal, 7s capital. The facts are inescapably 
clear to those who think. The only distinc- 
tive thing about the capitalist system of 
communist Russia is the barbarous lengths 
to which the slave-driver bosses go to make 
it “work.” 


FRAUD # 2—and a lie to the last syllable— 
is the claim that the communism of Russia 
is “ a people’s democracy.” 

Mr. Vishinsky has actually described it 
as ‘democracy in action.” But in it there 
is not a scintilla of democracy. Quite on 
the other hand, it is an absolute dictator- 
ship, enforced by the longest and most 
savage reign of terror in human history. 

Democracy! .. . No ancient despot 
was ever more cruel than the brutal “‘party”’ 
minority that lays on the lash. The orderly 
processes of democracy have never existed 
in any communist state. Free discussions 
of these issues and interests of the people, 
by the people, and for the people is not 
tolerated. No communist Russian, no satel- 
lite victim, would dare suggest that the 
consent of the governed, that necessary 


principle of democracy, be made the rule 
of action. Under the hammer and sickle 
nobody votes: everybody says “yes’’ to one 
ticket. 

Can you imagine a New England town 
meeting in Russia? If the gullible apolo- 
gists for this antisocial monstrosity still 
have doubts, let them make up a neat little 
package of the A-B-C’s of democracy, go 
to Russia, gently lift the iron curtain—that 
cowardly contradiction of everything dem- 
ocratic—and try to sell their wares. Should 
they make the reckless attempt, they would 
not live to tell the story; for there is noth- 
ing the fanatical communist bosses hate as 
they hate democracy. And well they may 
hate it. Democracy would destroy their 
“racket” overnight. 


FRAUD # 3: The communist whips pretend 
to be “liberals.” 


Of all their spurious claims this is, per- 
haps, the most offensive insult to intelli- 
gence. The essence of liberalism is ur- 
banity, good manners, the disposition to 
hear the other side of the question, and, in 
the event there is disagreement, to be de- 
cent about it. Did you ever attempt to dis- 
cuss communism with a communist? I 
have. What I discovered, always, was that 
communism is not discussible. It is abso- 
lutely and unqualifiedly right—according 
to the communist! That accounts for the 
monotony of rudeness exhibited by the 
Russians—and always reinforced by the 
veto—in the United Nations Assembly. 

It is also shockingly revealed by internal 
Communist Party fights and purges. Dis- 
agreement is usually fatal. Trotsky dis- 
agreed and paid the penalty after having 
been hounded halfway around the earth, 
not face to face but by a cowardly blow in 
the back. Tito disagreed. He is no longer 
in good standing. 

Recently they have been featuring a new 
word for ‘‘disagreement.”” Now, one who 
disagrees is a “deviationist,” and devia- 
tionists are subject to treatment. The raw- 





‘Capitalism 


Nothing is superior except by comparison 


W" N we compare the conditions of nations and people in 
anti-capitalistic countries with the security, prosperity, hap- 
piness and well-being of our people under United States capital- 
ism, we appreciate our privilege of living in a capitalistic, demo- 
cratic country. 

The basic principle of the free, capitalistic system which we 
have developed in our country affords opportunity to the indi- 
vidual who is willing to use his talents to the extent of his ability 
and desire to produce—to accumulate something for investment 
in a home, a farm, in savings accounts, bonds and other securities, 
life insurance, the education of his children, and comforts of life 
—and become a capitalist. 

The following facts give us a deep appreciation of what capi- 
talism has done and is doing for our country and its people. 
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Private capital in the form of taxes and purchases of United 
States Government Bonds made it possible 8 us to spend $330 
billion in carrying out our part of the program in winning World 
War II. This, of course, is unimportant when we consider the loss 
of life and the permanent and partial disability which our youth 
sustained and which cannot be measured in dollars. 

Our participation in World War II has left us today with a 
national debt of $257 billion, but on the credit side we find that 
our annual national income, at the current rate, is equal to 90 per 
cent of our total national debt. Of this total national debt, $39 
billion are in treasury obligations owned by Government agen- 
cies, so our net debt is slightly over $218 billion. 

The United States free-enterprise business system is operating 
at its highest level, furnishing employment to sixty-two million 
people at the highest hourly and weekly earnings ever recorded. 
Stockholders and corporations, after paying the highest peace- 
time taxes in the postwar years, have had the highest net average 
earnings in history from their investment. 
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est bigotry was never more bigotted, nor 
was sheer hypocrisy ever more stupid. 


FRAUD #4 stands out clearly in their prof- 
anation of the word “freedom.” 

The whole vicious system from first to 
last is a denial of every freedom that lifts 
man above the animals. In it there is no 
place for any one of the Four Freedoms. 
Freedom from want? The people are not 
permitted to supply their own needs. Free- 
dom from fear? Not under the eye of the 
sneaking secret police. Freedom of speech? 
Oh, let's not be absurd! Freedom of wor- 
ship? From the day this illegitimate thing 
was conceived, religion has been the object 
of its hateful scorn. Freedom? Not with 
the ever-present firing squad and the threat 
of slow death in frozen Siberia. No; when 
communism comes in, freedom goes out. 

There is something ironical in the swash- 
buckling claim that communism is a cru- 
sade of “‘liberation.”” But did communism 
ever “‘liberate’’ a people? Was the rape of 
little Finland an act of liberation? Did 
poor little mind-her-own-business Tibet 
ask for communist liberation ? No people 
ever asked for communism and no people 
ever accepted communism. This sordid 
thing has always been imposed by force. 
I do not call the entire roll, but there are 
parts of Poland, Finnish Karelia, Lithu- 
ania, Latvia, Estonia, Bukovina, Moldavia, 
and on and on to Manchuria. 

Woe unto us in America if we forget 
that the only possible free society must 
be made up of free persons. When “‘col- 
lectivism” is imposed, when persons are 
deprived of their individual freedom, 
the doors are closed to the realization 
of a rich, full life, and men become little 
better than vegetables. 

The clear record of communism in 
Russia is a record of slavery and murder. 
Since the outbreak of the orgy of brutal- 
ity, millions of men and women have 
paid with their lives for their resistance. 


Why aii tnis quibbling about aggression ? 
Communism lives by aggression. It 
knows no other way. Measure its ghastly 
record by our own Bill of Rights and 
you will understand what an abysmal 
fraud it is. 


FRAUD # 5 is closely related to # 4. Com- 
munists exploit the word “justice.” 

Social justice! . . . Economic justice! 
. . . To the last detail communism does 
violence to justice. Justice must be con- 
sistent. Justice is indivisible. You cannot 
do justice to some by doing injustice to 
others. I have been in communist meet- 
ings where communists fairly frothed at 
the mouth about the coming “great day”’ 
when “the heads of the rich will roll in 
the streets.” More emphasized than al- 
most anything else in communist teach- 
ing is this frenzied hate. Justice will not 
come of it. Nevertheless it is what they 
teach, even to their children. To a world 
in which justice will be reinforced by 
kindness, mercy, and love, communism 
has nothing to contribute. 


FRAUD # 6 is their sham claim to be “pro- 
gressive.” 

You must have noticed that one of the 
favorite epithets of these persons who 
creep and slink behind the iron curtain 

an epithet which they apply broadly 
to all of their critics—is “reactionary.” 
But as a matter of fact they are, both in 
their teachings and their practices, the 
arch reactionaries of all time. 

The proposed communist way of life 
leads back into the darkness out of 
which man has through the ages strug- 
gled toward the light of freedom. In 
spite of his wilful wanderings, in spite 
of the catastrophic events that have 
slowed his pace, man’s face is still to- 
ward the light. Under the dictatorship 
of communism there is, I repeat, no free- 
dom, no richness of personality, and 
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therefore no enduring light. The com- 
munist way of life becomes, inevitably, 
the way of cattle. Should it ever by 
chance provide a good stable, the oc- 
cupants will nevertheless be as cattle. 
And necessarily so. Its roots are in an- 
archy, and for the orderly processes of 
law it substitutes brute force and terror. 
It is the reactionism of treacherous hum- 
bug, a complete contradiction of prog- 
ress that emerges from mutual under- 
standing and mutual respect. 


FRAUD #7 is the ridiculous claim, made 
without the faintest show of modesty, that 
the Communist Party is the party of “in- 
tellectuals.” 


This conceit permeates certain com- 
munist literature. From the expansive 
tone of some of it one would suppose 
that in order to become an “intellect- 
ual,” a “thinker,” it is only necessary 
to join the party. The bait occasionally 
lures a susceptible college student—or 
college professor. But giant intellects 
and great thinkers in communist ranks 
remain few. Quite on the contrary. Com- 
munists do not think: they scheme and 
plot and engage in mental contortions 
in the attempt to “follow the line” and 
square the jargon of Marx, Lenin, and 
Stalin with the facts of a dynamic world. 
In all this there is no hospitality of 
mind, no intellectual integrity, and no 
originality. Under the ever watchful 
party discipline there can be none. No; 





Our farmers had cash income from marketing last year amount- 
ing to $27.5 billion, the highest on record. 

Total farm assets of our country amount to slightly more than 
$127 billion, against which there is an indebtedness of only $12.4 
billion. Thus our farmers have ownership equity of over 90 per 
cent in their farms. 

Of nonfarm homes, counting apartment buildings with four or 
less families, and all valued at a total of $200 billion, our home 
owners have an equity of $158 billion—a substantial ownership 
of 79 per cent. 

Therefore, as a result of the opportunity provided by our free- 
enterprise capitalistic system, the people of our nation have a free 
and clear ownership in their homes and farms of 83.4 per cent. 

Our people have savings of more than $136 billion in Govern- 
ment Bonds and savings accounts. 

An additional $97 billion are on deposit in commercial bank 
accounts. 

Our men and women have a cash investment of $60 billion in 
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life insurance policies. 

A high percentage of our working people are provided with 
unemployment insurance, sickness, accident and retirement bene- 
fits, financed by employers, employes and government. Others 
who are not covered by these plans and who find themselves in 
need are provided for by government and social institutions. 

We are increasing our efforts to improve the standard of liv- 
ing of the people in the lower income brackets. 

The United States, with only 6 per cent of the world popula- 
tion and 7 per cent of its land area, under its democratic, capitalis- 
tic system, before World War II, produced 47 per cent of the 
world’s manufactured goods, but, what is more important, 90 per 
cent of that production was consumed within our own borders. 
Today we are producing over 50 per cent of the world’s manu- 
factured goods, of which a substantial percentage is for other 
countries. 

Capitalism is backing freedom of worship and providing in- 
creasing educational opportunities by constantly giving more and 
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communists do not think. They do not 
reason why; they obey. They are slaves 
in mind as well as in body. 

This counterfeit ‘“‘intellectualism’’ has 
invaded some of our schools and col- 
leges. You have probably noted inci- 
dents in which the issue of academic 
freedom has been associated with mem- 
bership in the Communist Party. It is 
all very interesting. Under the commu- 
nist system there is no “academic free- 
dom,” but what these dupes could not 
have in communist Russia (or in any 
other communist-dominated land) they 
wish to define in their own way and “‘de- 
mand” in this country. Moreover they 
demand it as a right of American citizen- 
ship, while aligning themselves with the 
enemies of their country. 

Is that true? Listen to this Salute to the 
Red Flag, which appears in the literature 
of the Communist Party of the U.S.A.: “J 
pledge my allegiance to the Workers’ Red 
Flag, and to the cause for which it stands.” 

And the ‘‘cause’’—let us not be fied 
out of this—is the overthrow of our free 
democratic system by means of force and 
violence. Does that not make the present 
whining about “thought control” a bit 
nauseating ? 

From this same foggy intellectualism 
comes some of the extravagant claims of 
socialism. Except for a time factor so- 
cialism and communism are all too much 
alike. It might take longer to forge the 
shackles of socialism, but ultimately they 
would be just as strong as those of com- 
munism, Let not the socialism of Eng- 
land beguile us. Its record is not im- 
pressive. Besides, it has been living on 
the dole—the billions of our relief dol- 
lars. Should socialism burgeon in this 
country, that freedom which is the birth- 
right of every American will vanish. 
There is yet another virus which flows 


from fraudulent intellectualism and 
threatens our economic blood stream. I 
refer to the grandiose “programs” of 
professional “on This pip-squeak 
political quackery has flourished only to 
the extent that human misery has been 
converted into a partisan vested in- 
terest. Even now some of these jobster 
planners are pressing hard in an attempt 
to convert some of our major industries 
into political soup kettles. The Ameri- 
can people have much to learn concern- 
ing the methods and motives of these 
pompous bureaucratic parasites who are 
so ready to plan how you are to live 
your life in their way. 

That is the deadly poison of statism 
which soon goes roughshod over the 
supreme values of life, for the planners’ 
first concern is for their plan, not for 
people. The plan becomes the end; peo- 
ple, the means. And individual responsi- 
bility, the stuff of which life at its best 
is made, will be crushed. 

Well, we have been culpably indiffer- 
ent to many of the encroachments upon 
our American way of life; but at last we 
are beginning to feel the impact of the 
“big lie.”” The time has come to tackle the 
whole filthy business. 


TAKE A NEW LOOK 

I shall not offer a program, but I am sure 
the time has come to re-examine and rede- 
fine our so-called social and economic prob- 
lems. 

We have been listening to the wrong 
people. We should now take a look at some 
of those who have been attempting to re- 
fashion us. It may involve personalities, 
but it will not be unfair to lay the yardstick 
of common honesty and common decency 
upon those who by their words and deeds 
have misrepresented our way of life to our 
own citizens as well as to the world. 


It will be necessary to rediscover and 
reinterpret our economic, social and politi- 
cal system. Too many of us have been on 
the side lines with our hands down while 
the panders of communist fraud have been 
peddling their dirty wares. And we must 
learn once more how to draw moral issues. 
For example, while these Kremlinites in 
our midst have been babbling about ‘‘the 
power of Wall Street,’’ the horrors of Big 
Business, and the menace of monopolies 
that do not exist, they have also been bab- 
bling about the “justice” and “rightness” 
of stealing by such smudgy devices as 
“noncompensatory expropriation,” the 
“capital levy,”” and confiscatory taxes. We 
might even re-examine that ancient but 
eternally valid exhortation, “Thou shalt 
not steal.” 

And I am sure we should re-examine the 
Constitution of the United States, that 
framework of the best government the 
world has ever known. Unless I am all 
wrong, we need to restore respect for that 
document. The free institutions which it 
has brought forth and nourished through 
the years ought now to command our vigi- 
lant loyalty as never before. 

May I, as I close, express the hope that 
the businessmen of the United States will 
soon unite in a fighting campaign of infor- 
mation and education, not to defend what 
has been so cheaply referred to as their 
“special interests,"” but to uphold with re- 
newed determination those principles upon 
which they must depend no less than—and 
no more than—every individual American. 
In this critical hour there is only one inter- 
est worthy of us all. Regret and recrimina- 
tion will avail nothing. What ‘‘might have 
been” is not. We must proceed upon that 
disquieting but commanding fact. Much 
that we have been taking for granted we 
must now appraise with conscience and de- 
fend with everything we have and are. 


Illustrations, by permission, from an NAM booklet, "The Free Enterprise System" 





more support to the two things upon which our democratic, cul- 
tural civilization depends—spiritual and educational values. 

We have a permanent investment in churches and schools of 
$18.5 billion and are spending annually $8 billion for religious 
and educational purposes. 

Membership in the churches is increasing at a much faster rate 
than the increase in the population, and in our Sunday Schools at 
an even greater rate. 

In the past thirty years, elementary school enrollment has in- 
creased 13.5 per cent, high school enrollment 146.1 per cent and 
college and university enrollment 351.6 per cent. 

Our public school expenditures per pupil enrolled have gone 
up from $48.02 in 1920 to $132.06 in 1947, or 175.0 per cent. 

Since 1920 the population of our country has inc reased 43 per 
cent and the investment in school and college equipment has in- 
creased 571 per cent. 

Since the beginning of our industrial and scientific develop- 
ment in the early 1800's, the capitalistic system, due to individual 
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freedom, initiative and ingenuity, has given the world more of 
the comforts and conveniences of life than mankind had received 
in the previous 5000 years of civilization. 

Under this system our people as a whole are happy and united, 
are increasing their capital and enjoying a fuller spiritual, cul- 
tural and material life. 

Today our scientific and industrial knowledge and experience 
in the various fields of peaceful activity are open to the rest of the 
world, and in this respect we have joined with other like-minded 
nations in contributing to the technical assistance program of the 
United Nations. 

No nation, no individual, no venture, no private or public in- 
stitution, no program for the welfare of people can progress with- 
out capital. 

It is each individual's duty to contribute to the preservation, 
protection and improvement of our democratic capitalism on a 
basis which is sound and fair to all our people. 

Reprinted from the December 1950 issue of THINK. 
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Planned Executive Development 


James C. Worthy 
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It is an encouraging fact that American 
business management is becoming more 
and more concerned with the problem o 
executive manpower development. Al- 
though seldom mentioned a few years ago, 
these problems have formed the subject 
matter of a number of recent books and 
articles, and are a common type of dis- 
cussion at management conferences. This 
trend is significant, because it reflects a 
growing concern with the necessity for 
providing a more orderly and more as- 
sured source of supply of executive talent. 

Executive selection, training, and place- 
ment are problems which have been of 
special importance to Sears because of the 
company's continued growth and expan- 
sion and its ever-increasing needs for 
qualified executive manpower. But before 
discussing the Sears program specifically, 
let us make one or two observations re- 
garding the general problem of executive 
development. 


(feng SECURING OF EXECUTIVE TALENT 
is a problem which could once be 
taken more or less for granted—and still 
is being taken for granted over broad 
areas of business and industry. Manage- 
ment could afford, once, to assume that 
it would usually be able to find the right 
man when it needed him. It cannot so as- 
sume today, and those businesses which 
are not alive to that fact and which are 
not taking steps to deal with that prob- 
lem may find before very long that they 
have overlooked one of the vital condi- 
tions for economic survival. 

There are several reasons for the pres- 
ent and increasing urgency of this prob- 
lem of executive development. For one 
thing, the task of the executive is grow- 
ing more difficult with each passing year. 
Managing a business or running a de- 
partment is rather more involved today 
than it was a generation or two ago, and 
requires a correspondingly higher order 
of executive and administrative skill. 


Sears, Roebuck & Co. has recognized that 
executive development is no longer the semi- 
automatic process of an earlier generation 


The economy itself is far more com- 
plex and variable, and requires greater 
flexibility and adaptibility to insure sur- 
vival. Labor problems, governmental 
regulations, and sheer scale of opera- 
tions have created problems our “busi- 
ness grandfathers” never dreamed of. 
This increasing difficulty and complexity 
of business management is undoubtedly 
an important reason for the growing 
shortage of qualified executive talent. 


THE LACK OF EXECUTIVE TALENT 


But there is another set of factors, op- 
erating parallel to this, which is serving 
to increase the severity of the shortage. 
Ironically enough, along with the in- 
creasing difficulty of executive positions, 
there may very well be an absolute de- 
cline in the numbers of people possess- 
ing real executive talent. 

Several influences are responsible for 
this trend. For one thing, increasing job 
specialization makes it difficult for the 
individual to acquire the broad training 
and experience necessary to develop his 
capacities and to qualify himself for 
higher responsibilities. He tends to be 
restricted to his specialty, and most spe- 
cialties have rather rigid ceilings. Be- 
fore jobs became so minutely subdi- 
vided, so routine, and so mechanical, it 


was much easier for the worker at the 
bench to rise to foreman, to superintend- 
ent, to general manager. The wider 
scope of his job, in those more backward 
days before “job simplification” and 
“management engineering,’ gave him 
an opportunity to develop a wider range 
of latent abilities. 

The average worker today has much 
less chance either to develop his full 
abilities or to have those abilities recog- 
nized by management: it is very difficult 
to see a future foreman, much less a po- 
tential general manager, in the worker 

erforming a routine task on the assem- 
ly line. 

Furthermore, the growing complexity 
of business structures makes the process 
of advancement far from the relatively 
easy matter it once was. In an earlier day, 
the matter of advancement depended 
primarily on the individual’s own ability 
and initiative. Under present conditions, 
the individual's ability and initiative can- 
not be exercised unless management 
makes specific decisions which will allow 
them to be exercised. The individual is 
no longer the relatively free agent he 
once was. He is dependent as never be- 
fore on the company of which he is a part 
and on the management that determines 
his and the organization's destiny. 


JAMES C. WORTHY has, for the past 13 years, held var- 
ious posts in personnel administration with Sears, Roebuck 
and Co., Chicago. He is now in charge of employe relations, 
personnel policies and employe benefits, and wage and sal- 
ary administration. Prior to joining Sears, he was empioy- 
ment manager for Ed. Shuster & Co., Milwaukee. He began 
his career with the NRA, where he served as Assistant Deputy 
Administrator. Mr. Worthy is president of the Industrial Re- 
lations Association of Chicago and a trustee of the Library 


of International Relations. 
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MANAGEMENT CREATES TALENT 

Executive development is thus no 
longer the semiautomatic process of an 
earlier generation. If development is to 
take place, if people are to find oppor- 
tunities, if management is to have quali- 
fied executives available when they are 
needed, management itself must assume 
responsibility for creating the conditions 
and providing the leadership that will 
make these things happen. 

An investment in executive develop- 
ment, if it is to be effective, is likely to 
be costly, and management must recon- 
cile itself to that fact. Furthermore, it 
is an investment which should continue 
to be made year after year, regardless of 
good or bad times. Executive ability can- 
not be developed overnight; it is a proc- 
ess of gradual growth and refinement, 
often extending over a period of years. 
Failure to make adequate and sustained 
provision for executive development can 
be even more serious than failure to 
provide adequate financing. In either 
case, stockholders, management, em- 
ployes and the public will ultimately suf- 
fer through such failure to conserve 
company assets 

The development of executives is a 
task to which Sears, Roebuck and Co. has 
devoted a great deal of time and atten- 
tion and in which its officers and direc- 
tors have been willing to make a sub- 
stantial and continuing investment. One 
indication of the importance attached to 
the task is the fact that at the company’s 
national and territorial levels of person- 
nel administration, activities related to 
the selection, training and assignment 
of executives consume half or more of 
total staff time. 

There is a reason for this special con- 
cern. The Sears organization is managed 
with a high degree of decentralization, 
and experience demonstrates that if de- 


centralized management is to work suc- 
cessfully it must depend in large meas- 
ure on the quality of executive man- 
power at all strategic points. Under the 
Sears plan of organization, the person- 
nel department has been made responsi- 
ble for seeing that adequate numbers of 
properly qualified people are available 
at all times to meet the company’s needs. 
Historically, the Sears personnel depart- 
ment was first established on a national 
basis to assist in handling matters of ex- 
ecutive selection and placement, a fact 
which has strongly influenced the whole 
course of development of the Sears per- 
sonnel program. 


RESERVE GROUP PROGRAM 

Activities related to executive selec- 
tion, training, and placement are or- 
ganized under what we call our ‘‘Re- 
serve Group Program.” I want to make 
it clear that this program is not a ‘‘pack- 
age’ which was set up, approved and 
placed in operation as of a particular 
date. Rather, it has developed through 
trial and error and through the gradu- 
ally accumulated experience of the past 
25 years. The program has been adjusted 
continually to the evolving needs of the 
organization, and its future success, no 
less than its past, will depend on the 
readiness with which it is adapted to 
changing requirements. 

For that matter, there are fairly sub- 
stantial differences in the details of the 
program as of any given period of time 
between the various territories and the 
various branches of the business. Sys- 
tems which work admirably in one sec- 
tion of the country may not be quite as 
successful in another; likewise, the sys- 
tems in use in the different branches of 
the business have important points of 
difference. 

In any event, Sears management is not 
overly concerned with systems. The ob- 


TOMORROW'S EXECUTIVE TEAM 

From the standpoint of an individual management, ex- 
ecutive development is very literally in the nature of a capital 
investment. Adequate provision must be made for the build- 
ing of tomorrow's executive team just as it must be made 
for new plants, machines and products, says Mr. W orthy. 

Management must set up depreciation reserves for the 
orderly replacement of obsolete plant and equipment and 
must accumulate capital for sound growth and expansion. 
By the same token, management must make orderly pro- 
vision for the gradual replacement and strengthening of its 


executive staff. 


Tomorrow's business will suffer unless today's manage- 
ment makes an investment in future executives that 1s ade- 
quate for the future needs of the organization. 


Turn to page 274 of this issue for two related Book Reviews on this subject. 
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jective of the Reserve Group program is 
simply to assure an adequate supply of 
trained and experienced people to meet 
the company's needs for executive per- 
sonnel. So long as this objective is met, 
neither company officers nor the na- 
tional personnel department is greatly 
concerned as to the detailed procedures 
the different territories and different 
branches find best adapted to their par- 
ticular needs. 


OPERATIONAL ELEMENTS 
Because of these variations, it is difh- 
cult to generalize as to the methods by 
which the Reserve Group program op- 
erates. However, by one means or an- 
other, the plans in all territories and in 
all branches of the business embrace the 
following five basic steps: 
1. Periodic estimates of executive needs. 
2. Determination of sources from which 
talent is to be recruited. 
3. Selection of individuals. 
{. Training to insure maximum indi- 
vidual development. 
. Executive inventory control. 


The first essential element of the Re- 
serve Group program is a periodic esti- 
mate of future executive requirements. 
Without some such estimate, intelligent 
planning would be impossible. 

At regular intervals, usually once each 
year, the territorial personnel offices, in 
consultation with key territorial execu- 
tives, prepare estimates of executive 
manpower needs within their territories 
for one or more years in advance. Gen- 
erally speaking, the higher the job level 
involved the further in advance are esti- 
mates projected. 

In preparing such estimates a variety 
of factors are taken into account. Nor- 
mal retirements, of course, can be antic- 
ipated, as can additional staff required 
by new facilities planned. Beyond this, 
executive personnel turnover can be esti- 
mated without too wide a margin of er- 
ror (provided estimates are reviewed 
and revised with reasonable frequency— 
but more on this point later). 

It may not be possible to know pre- 
cisely which individuals may be involved, 
but barring a war or other major upset it 
is possible to forecast fairly accurately 
the approximate number of vacancies 
likely to occur in important executive 
classifications during a stated period of 
time. In this respect Sears has a very 
great advantage in that, for an organiza- 
tion its size, there are relatively few ex- 
ecutive categories and that fairly large 
numbers of people are engaged in each 
major category. In other words, the “law 
of averages’ applies, and plans can be 
laid with some degree of confidence. 

After preparing estimates of probable 
needs by job categories, the territorial 
personnel manager compares his potential 





vacancies with the number of individuals 
he has coming up the line who have been 
tagged as promotable, within specified 
periods of time, into one or more of these 
categories. This comparison tells him 
whether or not he will need to search out 
additional talent to make up any discrep- 
ancies. In merchandising terms, he am 
tracts his “insight” from his ‘‘planned 
sales'’—the difference is his “open to buy.” 

In practice, he always has an “open to 
buy” in one job category or another, so 
that he and his staff are always on the 
look-out for qualified talent. 


SOURCES FOR TALENT 

Every effort is made to locate this 
talent among those already in the organ- 
ization. Store managers are frequently 
reminded of the company’s need for pro- 
motional people and urged to review 
their organizations to make sure that no 
likely possibility has been overlooked. 
Members of the zone and territorial 
staffs visit the stores frequently; in ad- 
dition to discharging their regular mer- 
chandising or operating duties, they are 
expected to be constantly on the alert 
for above-average people who may have 
potentialities for advancement. 

Most important in this connection is 
traveling on the part of members of the 
territorial personnel staffs. In addition 
to the personnel manager himself, each 
such staff has one or more field repre- 
sentatives who spend a large part of 
their time visiting the stores, appraising 
the progress of men already on the Re- 
serve Group and interviewing possible 
candidates for Reserve Group status. 
There is maximum cooperation between 
the territorial staff and local manage- 
ment in the effort to identify potentially 
promotable talent. Most store managers, 
in fact, take considerable pride in the 
number of executives they have “‘con- 
tributed” to the company. 

College recruitment. Despite these ef- 
forts, it is not always possible to meet 
the company’s needs for promotable 
manpower wholly from among those 
hired in the normal course of employ- 
ment. Therefore, it is usually necessary 
each year to supplement this source by 
recruiting a limited number of promis- 
ing individuals from the colleges and 
universities. Representatives of the ter- 
ritorial personnel offices, as well as many 
individual store managers, regularly visit 
selected campuses for this purpose. In 
addition, of course, many college men 
apply for jobs on their own initiative. 

Whatever the circumstances of their 
hiring, the college men are given to un- 
derstand that they will have the same op- 
portunity as all other Sears employes to 
move ahead in the organization as cir- 
cumstances and their proved capacity 
permit. In most cases, college fae es 
are not differentiated in any way from 
other employes; their only advantage is 
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the assurance that their work will be ob- 
served and that if their job performance 
so warrants they will be placed on the 
Reserve Group and given an opportu- 
nity to acquire the training and experi- 
ence essential for future executives. 

It has been Sears experience that col- 
lege degrees, as such, do not necessarily 
contribute to the rate at which people 
move ahead in the organization. Analy- 
ses of the careers of successful executives 
indicate that those with college back- 
grounds and those without have made 
almost identical progress. Only 20% of 
present store managers are college grad- 
uates, 32% had some college, and 48% 
had none at all. The average number of 
years required by each group to reach 
store management was as follows: 

College degree 
Some college 
No college 8.1 


8.2 years 


> > 


It must be remembered, of course, that 
in comparison with many organizations, 
most jobs in the distributive field are 
relatively nontechnical. This being the 
case, the requirements for executive 
competency, except perhaps at the high- 
est levels of the business, are not those 
which depend necessarily upon higher 
education. The chief requirements for 
executive competency (in this type of 
organization, at least) seem to lie in the 
area of the so-called ‘‘social skills’ and 
to depend primarily on the individual's 
possessing certain temperamental and 
personality characteristics which enable 
him to work effectively with other peo- 
ple. These characteristics are by no 
means a monopoly of those who have 
had an opportunity to attend a college or 
university. 

On the other hand, there is a definite 
trend in Sears (and probably elsewhere) 
for college men to predominate at the 
higher executive levels. A number of in- 
fluences are probably at work here, but 
one reason that suggests itself is that 
whereas social skills are important at all 
levels, those in positions of top respon- 
sibility must have a broad, over-all grasp 
of business conditions, of economic trends 
and the implications of government poli- 
cies, and a thorough acquaintance with re- 
lated fields of understanding and informa- 
tion. For such purposes, the training and 
experience provided by higher education 
can prove a definite and valuable asset. 
Even here, however, the lack of such edu- 
cation is no necessary barrier for the alert 
and intelligent individual, as witness many 
cases that might be named in the Sears 
organization (and in many organiza- 
tions as well). To be continued. 
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PART II will detail the training program 
afforded candidates for promotion to ex- 
ecutive responsibilities in the Sears organ- 


ization. Coming in the July 1951 issue. 
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“Escalators”: Pros and Cons 

If escalator clauses in labor contracts are allowed to remain 
in effect, it will mean, in the opinion of the editors of the 
Guaranty Survey, that: 

“First, their inflationary force will continue, and 

"Second, the entire population without such contracts will 
be forced to curtail their expenditures more sharply 
workers with cost-of-living contracts will be able to maintain 
their standard of living at the expense of other workers.” 

The Survey, which is published by Guaranty Trust Co., 
New York, declares that contracts providing for automatic 
increases in wage rates are economically indefensible at a 
time when the total civilian supply of goods and services must 
be reduced. 

Most of the 2,700,000 workers covered by cost-of-living 
contracts are concentrated in five industries—trailroads, auto- 
mobiles and parts, electrical machinery and equipment, ma- 
chinery and machine tools and building construction—ac- 
cording to a recent study by the National Industrial Confer- 
ence Board, which lists the following “‘pros’’ and ‘‘cons’’ of 
escalator clauses as given by various economists: 


PROS 

1. Escalator clauses adjust wages to prices quickly in a pe- 
riod of rapid upward price changes. 

2. Cost-of-living allowances, coupled with annual im- 
provement factors compensating for productivity, yield 


“1 could have had a whole new summer wardrobe if 
you hadn't spent all that money on income tax!” 
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higher real wages each year, thereby expanding purchasing 
power in the market. 

3. Cost-of-living adjustments remove the purchasing 
power argument from collective bargaining, thereby allow- 
ing the parties to concentrate on other wage criteria. Among 
these are ability to pay, productivity, budget studies, wages 
paid for comparable jobs in other industries, and, increas- 
ingly today, the repercussions upon the national economy of 
an additional wage increase. 

4. Business fares well under a rising price level and so does 
labor. 

5. If the supply of labor is tight, cost-of-living wage in- 
creases, particularly if made on a quarterly basis, enable the 
employer to retain labor. It also is a means of gaining a long- 
term wage agreement and thereby insures stable employe 
relations. 


CONS 

1. Escalator clauses encourage inflation through the wage- 
price spiral. 

2. Cost-of-living clauses protect only one sector of the 
population—the wage earners. It leaves unprotected those 
with fixed incomes—white collar workers, the clergy, educa- 
tors, and similar groups. 

3. Wages are dynamic, and are subject to many forces. A 
cost-of-living adjustment is a one-way street. It works only 
on the upswing. Historically, it has never worked on the 
downswing. 

4. Use of the cost of living as a standard for fixing wage 
rates is a bad social policy. It puts the worker on a treadmill 
by tying him to a fixed standard. 

5. Cost-of-living adjustments ignore the wage-paying ca- 
pacity of individual industries. Industry as a whole may be 
able to bear a cost-of-living increase. But not every industry 
is expanding to the same degree, and not every firm in a given 
industry is earning the average profit of its industry. The 
prosperity of different industries fluctuates widely and to 
peg all of them to the same cost-of-living index creates hard- 
ships. 


Taking to the Hills(boro) 

Five or six million duplicate vital records and documents 
will be transferred by the Union Central Life Insurance Com- 
pany of Cincinnati, as protection against the possibility of 
atomic bombing. 

The records and documents will be moved to Hillsboro, 
Ohio, some fifty miles east of Cincinnati. The move, believed 
to be the first of its kind, will make sure that Union Central 
is ‘in business’’ the day after an A-bomb falls—if it ever does 
—a company official told the United Press. 

Documents at the new Hillsboro branch of the Cincinnati 
home office will represent all of the Union Central’s assets— 
about, $650 million—and approximately $1.5 billion in in- 
surance and annuity contracts in force. 

If at any time the world situation makes bombing seem 
imminent, the company will rotate key home office officials 
from day to day at Hillsboro. The branch will be in constant 
contact with the home office by private teletype. 

—PAUL HAASE 
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MANAGERIAL ECONOMICS 


by Joel Dean 


DIGESTER’S FOREWORD 


In his chapter on Advertising the author locates his 
position “in the no man's land between the rigorous 
and abstract analysis of the economic theorist and the 
largely intuitive performance of the practitioner.” It is 
from this viewpoint that the book as a whole is written. 
Professor Dean knows his way around both the market 
place and the ivory tower. 

In many of the situations he discusses, the task of 
management is to appraise the future influence of a wide 
range of variable factors, giving due weight to each. 
The operation is wrapped in a penumbra of indeter- 
minacy, to borrow a phrase from the book. Estimates of 
next year’s business conditions, consumer preferences, 
labor and material costs, competitors’ aggressiveness, 
government attitudes, and other uncertainties can never 
be better than good guesses. The hardened practitioner 
in any field of business is likely to place more reliance on 
his own intuition, nurtured by experience, than on the 
neat mathematical formula devised by an economic 
theorist. 

The digest that follows is selective as to the material 
considered of interest to the average corporate control- 
ler. It can give but a scant idea of the wealth of explana- 
tory detail, reinforced with charts, tables, and footnotes, 
which makes MANAGERIAL ECONOMICS such a compre- 
hensive study of many problems of modern manage- 
ment.—HORTON HEATH 


Chapter 1 Profits 


Measuring Profits 
ORPORATE HISTORY, as recorded in successive 
balance sheets and income statements, is written in 
the language of dollars—a language that changes in 
meaning from year to year and even from season to sea- 
son. It is the function of the accountant to write the story 
of completed transactions in their historical dollar terms, 
although the sales dollar at one end of a transaction may 
have changed to a different coin from the purchase dollar 
at the other. Thus in a period of inflation, which is a pe- 
riod of dollar deflation, inventory profits and underde- 
preciation may result in a gross exaggeration of real in- 
come. 

Rapid changes in technology and in public tastes, the 
shifting purchasing power of the dollar, and the rigid 
standards of accounting practice combine to make con- 
ventional book figures a limited and uncertain guide to 
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management planning. ‘Measurement of real income 
starts with financial accounts, trimmed down to dollars 
of constant size. But it also involves a mixture of eco- 
nomic analysis, executive judgment, and imagination.” 
“Economists look to the future as the basic source of 
value of today’s assets, and the businessman recognizes 
that for his decisions the past is irrelevant, except as a 
forecaster of the future. . . . A fact-minded manage- 
ment must have some sort of balance sheet, if only an es- 
timated one, that realizes surprises long before they have 
become exact enough to be acceptable to accountants.”’ 


Policies on Profit Maximization 

In economic theory, “a business firm is an organiza- 
tion designed to make profits, and profits are the pri- 
mary measure of its success."” In a tightly competitive 
industry where profit margins are narrow the struggle to 
achieve a maximum profit is imperative. But many firms 
which enjoy some degree of latitude in establishing 
prices and profit standards deliberately limit their profits 
in terms of dollars, percentage of sales, or return on in- 
vested capital. There are a variety of reasons for such a 
policy, most of which might be explained as a sacrifice 
of immediate for the sake of long-term gain. 

Setting a product price below the level that yields 
maximum profits may discourage competitors from en- 
tering a field in which the seller is vulnerable with re- 
spect to markets, sources of supply, or patent protection. 
Pricing restraint and modest profits may be public rela- 
tions policy, with particular reference to the attitudes of 
trust-busters, the demands of labor unions, and the good 
will of established customers. When stockholders are 
reasonably satisfied with a company’s progress, manage- 
ment is inclined to play it safe, preferring the safety of 
over-liquidity to more profitable alternatives which 
might jeopardize the company’s present position. 

Some firms that aim at “reasonable” rather than maxi- 
mum profits set a standard of earnings sufficient not only 
for dividends but also for adequate capital formation, 
i.e., replacement of and additions to buildings, equip- 
ment, and working capital. The profit standard might be 
based upon what is required to attract new outside capi- 
tal without impairing the equities of present stockhold- 
ers. If expansion is to be financed out of earnings, the 
rate of “plow-back”’ will be a controlling factor in de- 
termining the minimum rate of profit desired. 

Large business organizations have a problem to make 
the profit motive an effective incentive for middle man- 














MANAGERIAL ECONOMICS 


agement to work for the company’s welfare as well as for 
personal gain. A common solution is to break the com- 
pany into separate integral operating divisions where 
each manager is autonomous and responsible for the 
profits of his division. Since divisional net profits are af- 
fected by allocated overhead costs and intracompany 
prices which the manager can do nothing about, divi- 
sional performance can best be appraised by segregating 
the revenues and expenses over which the division itself 
has direct control. 


Chapter 2 Competition 
Nature of Competition 

Every manufacturer sells his product against competi- 
tion. The form of competition and how intense it is de- 
pend on what the buyer thinks his alternatives are. For a 
new and unique product, the competitive problem is to 
get the buyer to consider the product a reasonable alter- 
native to the usual ways of spending his money. For es- 
tablished products, the problem is to narrow the range of 
alternatives, that is, to establish brand preferences by ad- 
vertising, product improvement, and good locations for 
sales outlets. Thus competition is as important, or more 
so, in promotion and product quality as it is in pricing, 
although economic theorists have concentrated on its 
pricing aspects, 

The effect of this broader kind of competition is gen- 
erally to limit the buyer's alternatives to a small nurnber 
of rival products. The competitive setting therefore usu- 
ally consists of a few firms that always consider the reac- 
tions of specific rivals in making policy decisions on 
products and prices. For this kind of competition, classi- 
cal economic theory has little guidance to offer manage- 
ment, and the latest thinking is still unpolished. Man- 
agement’s problem in competition is to know how to 
neutralize or exploit rivals reactions. 


Social Considerations 

Competition is presumed to be socially desirable, not 
as an end in itself, but for the results that will follow in 
a given field when there are larger numbers of sellers 
and buyers, none of them dominant market-wise, an ab- 
sence of collusion, and the possibility of entry into the 
field by new firms. But this situation is not always wholly 
compatible with other socially desirable objectives, such 
as constant improvement of products and processes, re- 
duction of costs and prices, optimum size of plant, and 
economical methods of distribution. Intent to exclude 
new entrants from a market, and other forms of anti- 
social behavior, are often hard to distinguish from ordi- 
nary intelligent competitive action. 


Measuring Competition 

The degree of competition in a particular product is 
commonly measured by the nation-wide market share of 
the few largest firms. But this kind of index has many 
frailties from the public policy viewpoint: it does not 


measure competition in local markets, where the buyer's 
alternatives are really determined, and it does not include 
competition from imports. There is not yet a good statis- 
tical device for appraising the state of competition, and 
judgments can be made properly only after intensive and 
specific analysis. 


Chapter 3 Multiple Products 


Reasons for Adding New Products 

The simplest reason for adding a new product to an 
established line is to make more money. If a going con- 
cern can add a product without making a substantial 
capital investment, by utilizing the facilities and know- 
how it already has, it should enjoy a distinct advantage 
costwise over a new company set up exclusively for that 
product. 

The forms of excess capacity which encourage prod- 
uct additions are by no means limited to plant and equip- 
ment. The management team may be underworked. The 
sales force and dealer organization can take another 
product in their stride. The company’s advertising, and 
the power of its brand name, can encompass the addi- 
tion without an increased appropriation. Research activi- 
ties play over a wide field, and contribute to the improve- 
ment or uses of the new product at no extra cost. 

The profit possibilities of new products are frequently 
overestimated, chiefly owing to inadequate market re- 
search and underestimated selling costs. The additional 
item that was supposed to share the overhead is apt to 
bring along new, unforeseen overhead costs of its own. 
The excess capacity which justified the addition may 
turn out to have been temporary. And at best the life 
span of new products, in terms of both demand and 
costs, has a visibility of only a few years into the future. 


Strategy Considerations 

It is important to state profit estimates in economically 
relevant terms. Earnings should reflect the entire in- 
cremental effect of the product addition on the com- 
pany’s revenues and costs. Profitability should be ex- 
pressed as a rate of return on scarce production facilities, 
which might be labor, hard-to-find materials, or capital. 

The decision whether or not to add a product line, 
however, is seldom governed by profit estimates alone; it 
is often a matter of strategy. The proposed item may be a 
substitute or alternative for one already in the line, to 
serve as a hedge against obsolescence or style change, 
i.e., the addition of paper, glass, or plastic containers to 
those made of metal. Or it may complement and 
strengthen the line, as in the case of a fine-grain camera 
film brought out by a maker of miniature cameras. It 
may be a competitive necessity to round out a line by add- 
ing products in new sizes, grades or colors, in order to 
sign up full-line dealers. 

There are other strategic considerations upon which 
new-product decisions are based. Will the new product 
utilize the special skills and know-how that are the dis- 
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tinctive province of the manufacturer? Will it use the 
same production methods, employ the same salesmen, 
travel through the same distribution channels as existing 
products? Is it a byproduct, or does it represent excess 
manufacturing capacity at some intermediate stage in an 
integrated production operation? Does it utilize the raw 
materials, or their byproducts, of which the manufac- 
turer controls his own supply and in the processing of 
which he is expert? 


Disposal of Products 

The converse of the problem of adding a product is 
the question of discontinuing one from the line. 
“Broadly speaking, when a product's profit or sales be- 
havior is absolutely or relatively unsatisfactory, there are 
four choices: (1) improve the present operation and 
keep the product; (2) keep on making it but sell it in 
bulk for others to market; (3) keep on selling it but buy 
it from others who can produce it more advantageously; 
and (4) stop manufacturing it and stop selling it.’’ Prod- 
ucts should not be dropped solely on the basis of net- 
profit estimates. The relevant questions are: (a) does the 
revenue from the product exceed the costs that could be 
avoided by dropping the product? and, if so, (b) would 
the facilities devoted to the product have higher incre- 
mental earnings if put to other use? 


Chapter 4 Demand Analysis 


Purposes of Demand Analysis 

Demand analysis, i.e., a study of the economic factors 
that determine sales, has two important purposes; fore- 
casting sales and ‘‘creating” demand. Sales forecasting 
is largely a passive use of demand analysis in that 
changes in sales are based on expected changes in exter- 
nal conditions such as national income. Demand ma- 
nipulation is an active use of demand analysis. By under- 
standing the economic forces that determine demand, 
management can estimate the effects on sales of alter- 
native selling policies and can choose, on the basis of a 
comparison of the estimated profits of alternative courses 
of action. 


Types of Demand Analysis 

Different products call for different types of analysis. 
The most important product distinctions are (1) prod- 
ucts bought for ultimate consumption vs. products 
bought by businesses; and (2) durable products vs. non- 
durables. 

But for any kind of product there are many different 
kinds of demand that can be analyzed. They can be 
plotted out by the following demand distinctions: 


Derived demand vs. autonomous demand 
Industry demand vs. company demand 
Short-run demand vs. long-run demand 
Fluctuations in demand vs. trends in demand 
Total-market demand vs. local-market demand 


All of these distinctions can be applied to any product. 
In a particular analysis project, the nature of manage- 
ment’s problem will determine which aspects of demand 
are important. They can then enter explicitly into the 
statement of the specific question to be answered. In this 
way the question will always have managerial signifi- 
cance, and there will be no misdirected efforts spent on 
irrelevant or confused questions. 


Demand Forecasting 

There are no hard-and-fast rules for forecasting. Buy- 
ers’ income and product price influence demand to a 
greater or less extent in every line of business. The ef- 
fect of other factors, such as product improvement, styl- 
ing, and advertising may be substantial in the case of 
some goods, negligible for others. Demand for non- 
durable goods is sensitive to current conditions; for dur- 
ables reflect hopes or fears for the future. Thus, at any 
given level of national income, new automobiles are in 
far greater demand when the income trend is up than 
when it is down. Nonprofessional buyers have a differ- 
ent set of reflexes from professionals. Demand for some 
products is largely dependent on a parent product, e.g., 
doors and houses, tires and automobiles. 

The most direct approach to a forecast of demand is to 
go out and ask for it. Industrial buyers are a more reliable 
source of information than household consumers. How- 
ever, ‘‘a direct inquiry of customers has severe shortcom- 
ings in forecasting, in that industrial customers’ plans 
may be trigger-sensitive to short-run economic changes, 
while consumers’ plans are fragile, capricious, and ex- 
pensive to collect.” A safer course may be to get an edu- 
cated guess from people who know—salesmen, whole- 
salers, retailers, industrial engineers. 

The past history of sales of an established product 
will provide a more or less reliable forecast for the future 
that is not available in the case of a new product. De- 
mand for a new product, however, may be projected on 
the basis of sales of an old one which it replaces, or by 
pilot marketing operations. 


Price Relations 

What effect will a price change have on future de- 
mand? What is the right price for a new product? Some- 
times a good way to find out is by means of a controlled 
experiment—varying the price among different locali- 
ties, or at different times in one locality. If the product 
can be sold by direct mail, field testing of various prices 
for a single article is easily controlled. Asking consumers 
the direct question ‘“What are you willing to pay?” is an 
unreliable method. What they say and what they will do 
are two different things. 


Income Relations 
There are several kinds of relationships of people's 
income to company sales. And for a particular problem it 
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is important to pick the right kind of relation. The na- 


tional income as a whole is often too broad to be a sensi- 
tive and reliable sales indicator. Fairly reliable data are 
now available on how sales for individual products are 
affected by changes in national income. 


Multiple Relations 

No single factor influencing demand, however, can be 
studied in a vacuum. To isolate and measure accurately 
the effect of any one factor, such as price or income, calls 
for freezing all the others into immobility, but they don’t 
stay frozen for any length of time. The economist there- 
fore resorts to multiple correlation analysis to separate 
the individual effects of the forces that are at work to 
increase or diminish the demand for his product. For in- 
stance, a formula for furniture demand was based on 
yearly sales during the period 1923-40. Three factors 
were correlated: disposable income, residential construc- 
tion, and the price of furniture relative to other prices. 
When tested against actual sales in the next ten years, the 
formula proved to be surprisingly accurate. 

A refrigerator demand formula was more difficult to 
arrive at, because during the period 1927-41 electrical 
refrigerators represented a rapidly growing industry. 
The factors chosen in this case were disposable income, 
change in disposable income from the preceding year, 
and a logarithmic time factor to allow for a declining rate 
of growth. The formula produced much too low an esti- 
mate for the postwar years because it made no allowance 
for residential construction, which had not been a de- 
cisive factor during the base period. A comparable inac- 
curacy occurred in the application of a formula for auto- 
mobiles, based on the years 1925-40. 

Mathematically minded economists have come up 
with elaborate formulas by this process, notably in the 
automobile and steel industries. They are tested and re- 
vised by trial-and-error against past sales figures for a 
specific business or product, until the formula produces 
results which closely correspond year by year with actual 
sales history. It is then presumed to be a reliable guide to 
the future. 

But top management may be skeptical. ‘The execu- 
tives who use the forecasting results must be willing to 
believe in the method. This usually means they have to 
understand how the estimate was made. Plausibility is 
thus a tight checkrein on econometricians who want to 
use matrix algebra and differential equations, and seri- 
ously limits the market for higher mathematics.” 


Chapter 5 Cost 


Decision-Making Costs 

Costs are determined for the purpose of making deci- 
sions about the future. Hence it is future, not historical, 
cost that is relevant to most management problems. Cost 
problems can be framed in terms of a comparison of al- 
ternatives: what will happen to each item of expense 


under Plan A and under Plan B? Only the costs that dif- 
fer between A and B are relevant to the problem; the 
quantities that are unchanged have no bearing on the de- 
cision. 

“Records of historical outlays, based upon rigid classi- 
fications and formal proportionalities need to be drasti- 
cally reworked for decisions about the future. Classifica- 
tion should depend upon the nature of the rival pro- 
grams being considered, and therefore change from 
problem to problem.” 

Cost records for control of executive performance 
must be set up in terms of areas of executive responsi- 
bility and the degree of delegated authority over particu- 
lar cost items. Thus the basic cost records must enable 
easy reclassification of costs to parallel the chain of man- 
agement command. 


Cost Conce pts 

“In operating a modern multiple-product enterprise, 
the situations requiring decisions are so varied not only 
among themselves, but in the character of the alterna- 
tives available that many different concepts of cost are 
needed for significant comparison of the alternative 
plans.” Financial accounting costs often do not measure 
the alternatives correctly. But they provide the basic data 
for building the relevant cost estimates. For decision 
making, the following cost distinctions are a useful 
guide to relevancy: 


Opportunity vs. outlay costs 

Past vs. future costs 

Short-run vs. long-run costs 

Variable vs. constant costs 

Traceable vs. common costs 
Out-of-pocket vs. book costs 
Incremental vs. sunk costs 

Escapable vs. unavoidable costs 
Controllable vs. noncontrollable costs 
Replacement vs. historical costs 


Some of these costs are hard to estimate, but a guess at 
the right concept is better than a precise measure of the 
wrong concept. 


Cost and Rate of Output 

Cost rarely varies with output in the way a break-even 
chart shows. Cost data must be analyzed statistically, by 
eliminating effects of changes in prices and other fac- 
tors, in order to determine the pure cost-output relation. 
A few empirical studies have been made of cost-output 
functions, but much more study is needed before gener- 
alizations on cost behavior can safely be made. 


Cost and Size of Plant 

The cost-size relation (long-run cost function) has re- 
ceived more attention statistically than the cost-output 
relation (short-run cost function). But most of the data 
available are poor, the methods hasty, and the results 
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frail. A cost-size relation presents serious statistical prob- 
lems, such as measuring plant size and eliminating from 
the data irrelevant influences such as output variations. 
In some industries, management's discretion over plant 
size is limited, but there are others, e.g., chain store op- 
erations, where a knowledge of the relation of costs to 
store size is a guide to marketing policy. 


Multiple-Product Costing 

The costs of individual products in a multiple-product 
line are needed for decisions on adding and dropping 
products, for setting price differentials, for product rede- 
sign, and for cost forecasting. To be useful to manage- 
ment, the costs must be the incremental costs that will 
occur if the change in question occurs. These increments 
are in most cases different from the historical, fully allo- 
cated, average unit costs supplied by the costing system. 
Only the overheads that vary with the decisions should 
be included. 

Accounting allocations of nontraceable overheads 
make no distinction between joint products and alterna- 
tive products. If two products are joint, an increase in 
output of one necessarily raises the output of the other. 
If one alternative product is increased the other must be 
cut back. Thus if management is contemplating an ex- 
panded output of one product, its incremental cost is 
likely to be less if it is joint than if it requires sacrifice of 
other products. 

If joint products are produced in fixed proportions, 
there is no managerial purpose in allocating overheads. 
Only the cost of the combined products is useful. If the 
proportions are variable, the effect on overheads of vary- 
ing the proportion is useful to know. 

Arbitrary allocations are commonly made on the basis 
of, e.g., sales or traceable costs, but different cost esti- 
mates can be made by equally defensible arbitrary rules. 


Break-Even Analysis 

The break-even chart has become an “alarmingly 
popular gadget” among company executives, investment 
analysts, labor unions, and government agencies. It is 
not likely to be of much use “‘when materials that fluctu- 
ate widely in price are a predominant cost, when the 
product-mix varies greatly and profit-margins differ 
among products, when advertising or sales promotion 
are important and highly shiftable, or when the product 
design or technology changes continuously over short 
periods.” Management needs a whole battery of break- 
even charts, one for each alternative set of conditions. 


Chapter 6 Advertising 


Determining the Total Appropriation 

The top-management problem in advertising is to de- 
termine the total advertising appropriation and to allo- 
cate it among various media. 

Generally, for any type of advertising the additional 


advertising outlay needed to generate an additional dol- 
lar of sales depends on the level of total sales and total 
advertising expense. Beyond some level of total sales, 
more and more advertising expense is needed to raise 
another dollar of sales. Advertising should be increased 
up to the point where the additional expense equals the 
additional profit on sales generated. For instance, if sales 
are at a level where the last dollar of sales costs 60 cents 
in production costs and 20 cents in advertising costs, ad- 
vertising should be increased to the level where the last 
dollar of sales costs 40 cents in advertising. This is the 
advertising level that maximizes profits. 

But most firms have great difficulty in finding out how 
much of an increase in advertising cost is required to 
bring in another dollar of sales. Hence it is common to 
resort to rules of thumb, of which the following are most 
popular: 

1. Percentage of sales. The appropriation is fixed as a 
per cent of either past or future sales. This is probably 
the most widely used method, but it puts the cart before 
the horse, since advertising is made an effect of sales 
rather than a cause. 

2. The company spends all it can afford—that is, the 
appropriation depends on the company’s liquidity rather 
than its opportunities. 

3. Return on investment. Because of the long-run ef- 
fects of advertising it is considered a capital investment 
and competes for funds with other investments on a rate- 
of-return basis. 

4. Objective and Task. A specific advertising objec- 
tive is decided upon and enough money appropriated to 
achieve it. But objective-and-task begs the question, since 
it always assumes the candle is worth the cost. In its pure 
form, this method provides no logical solution. 

5. Competitive Parity. By this rule, a company spends 
the same per cent of sales on advertising as its competitors 
do. But the outlays of individual competitors may vary 
widely, since they have different purposes. The com- 
pany’s position may be sufficiently unique to make the 
practice of competitors a meaningless guide. 


Cyclical Policy on Advertising 

Although there are no simple rules for varying adver- 
tising through prosperity and depression, some criteria 
can be used as general guides to cyclical policy. The prob- 
lem is to find how the effectiveness of an added (mar- 
ginal) dollar of advertising varies over the business 
cycle. One indicator is the sensitivity of sales to changes 
in people’s incomes. Durable goods and luxuries lose 
much of their market altogether in depression, when the 
effectiveness of advertising is very low. Necessities are 
less sensitive to cycles and warrant more stable advertis- 
ing appropriations. 

Another indicator is variations in profit margin: if the 
margin shrinks seriously in depression, advertising 
should be cut back, since the marginal advertising cost 
is probably exceeding the marginal profit it generates. 
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Wide cyclical swings in advertising are also justified 
if the product is mature and stable technically, if the 
market shows no growth trend, and if there is little in- 
vestment-type advertising. Converse conditions justify 
stability in advertising. 

Management's difficulties in deciding when, how, 
where, and what to spend for advertising chiefly stem 
from the problem of isolating the effects of advertising 
from all the other forces affecting sales. The cumulative 
effect of advertising, and the time lag between its incep- 
tion and fruition, augment the problem. ‘Research on 
the economic effects of advertising is a principal hope 
for more scientific determination of the advertising ap- 
propriation, for better cyclical timing of outlays, and for 
better apportionment of a given outlay among products, 
areas, and media,” 


Chapter 7 Basic Price 

All else being equal, it is obviously more desirable to 
sell 100 units of a product at a net profit of $1.00 each 
than 10 units at a profit of $5.00 each, or 500 units at a 
profit of 10 cents each. In economic theory the business- 
man prices his product at a level where the volume of 
unit sales multiplied by the profit per sale will yield a 
higher aggregate profit than at any other price level. 
This theory is perfectly logical, but it does not go far 
enough to be of much help to management. For man- 
agement’s problem is to price both new and old products 
in a dynamic situation where current prices have an im- 
portant bearing on future demand and competition. 

Price policy must be related to the stage of develop- 
ment of the product. New products are different from 
matured and stable products in the kind of demand and 
competition that they face. Hence price policy should 
shift over the economic life of a product. 


New-Product Pricing 

An original and distinctive new product, with or with- 
out patent protection, may enjoy a monopoly position 
for a limited period, before competition catches up with 
it. The strategic decision in pricing a new product is the 
choice between: (1) a policy of high initial prices that 
skim the cream of demand; and (2) a policy of low 
prices from the outset serving as an active agent for 
market penetration. 

High starting prices are somewhat safer than a policy 
of immediate market penetration. Buyers of new prod- 
ucts are typically not as interested in price as they are in 
what the product will do for them, so demand responds 
faster to education and promotion than to price bargains. 
Hence high prices can skim the cream of the market be- 
fore competition is important, and yield a fast payback 
of investment. Subsequent price reductions tap larger 
markets as the public becomes familiar with the idea of 
having the product. 

Penetration pricing, to establish a mass market as fast 
as possible, is appropriate when the public already ac- 
cepts the concept of the product and will respond readily 


to an attractive price. Penetration pricing is a powerful 
weapon for keeping potential competition out of the 
market, particularly if there are economies of mass pro- 
duction that give the large producer a favored position. 


Price Leadership 

A market dominated by a handful of big competitors 
—described by economists as an oligopoly—is charac- 
teristic of many industrial fields. Markets which start out 
at either end of the scale—as monopolies or as the battle- 
ground of numerous competitors—both have a tendency 
to gravitate in this direction. Big companies in this situa- 
tion adhere to relatively uniform price schedules and are 
loath to engage in price wars. 

One firm is apt to be the leader in initiating price in- 
creases. Smaller competitors are more likely to start the 
ball rolling when the trend is the other way. When there 
can no longer be any doubt that the real price level has 
been lowered by the inroads of price-cutting or informal 
price concessions, the price reduction is made open and 
official. “The experience of many industries indicates 
that official prices must be cut down close to the lowest 
level of known shaving if the price shaving is to be dried 
up. When informal price concessions amount to 15 per 
cent, a 5 per cent reduction in official prices will not do 
the job.” 


Cost-Plus Pricing 

Although what people will pay for a product bears no 
necessary relation to what it costs to manufacture, various 
surveys have shown that a majority of businessmen set 
prices on some basis of cost plus a “fair” profit. The cost 
formula and the profit percentage vary widely. Some 
large companies figure an average mark-up on costs that 
will produce some goal rate-of-return on the company’s 
investment. However, when pressures of competition 
and business conditions are felt, ‘‘the cost formula may 
be a pricing ideal that is actually attained less frequently 
than surveys indicate.” 

Cost-plus pricing has a few limited uses: From a pub- 
lic relations viewpoint, it serves to explain a “just” price. 
It is also a guide to pricing when the buyer can produce 
the product himself if he chooses, as in the case of auto- 
mobile components. But here the controlling cost is 
actually that of the buyer, not the seller. And product 
specifications may be tailored by costs to fit the price re- 
quirement of a single buyer, or to meet any other prede- 
termined price level. 


Chapter 8 Product-Line Pricing 


Many companies have a fairly rigid formula for estab- 
lishing the basic price or average profit margin on each 
of their products, but differences in demand characteris- 
tics warrant a more flexible approach to product-line 
pricing. Product-line price structure should reflect the 
fact that demand for one product is tied up with demand 
foz other company products. Products may be substitutes 
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for each other, or they may be complements, enhancing 
one another's usefulness or building the reputation of 
the company. 

Product-line pricing is also a convenient method for 
splitting up the market for a product so that each mar- 
ket segment can be charged a price that maximizes profits 
on that part of sales. Relatively small variations in styl- 
ing and extras transform a basic product into a product- 
line ranging from strip models with lean profit margins 
to de luxe models that yield rich margins in price-insensi- 
tive markets. 

Demand factors are the dominant consideration in 
product-line pricing. Cost considerations “set a floor 
below which price should not ordinarily go without rais- 
ing the question of whether that product should remain 
in the line.” Otherwise, strategy rather than cost governs 
product-line pricing. Differences in competitive intensity 
are usually the most important aspect of demand differ- 
ences. 

There are important problems and opportunities in 
fixing price structures for: products that differ in size; 
products that differ in quality; special designs and job 
orders; off-peak sales; and repair parts. 


Chapter 9 Price Differentials 


The company’s structure of trade discounts, quantity 
discounts, and geographical differentials is a flexible 


system for adjusting prices to the company’s objectives. 
Discount structures can have several goals. 


1. Implementation of market strategy. Differentials 
can be set up to reach the market sectors selected 
by management in its broad strategy planning. 

. Market segmentation. Differentials serve to split 
the market into segments that can profitably be 
charged different prices. 

. Market expansion. Differentials promote new uses 
of a product or open up new segments of the mar- 
ket without eroding existing markets. 

. Competitive adaptation. Differentials are a way to 
adjust prices to varying competitive situations in 
different markets, trade channels, or localities. 

. Reduction of production costs. Differentials serve 
to expand output and flatten seasonal variations. 


Discount systems are deeply rooted in tradition, and a 
serial trade discount of 35, 5, 5, 5, 10, 5, and 2 per cent, 
found in the plumbing business, is only a little more 
elaborate than some prevailing in other industries. Such 
discounts theoretically reflect distributors’ expenses and 
profits at all the stops on the way from factory to family. 
Actually they are a hoary ritual of price inducement. Re- 
form of discounts to match the current demand structure 
is desirable but often hard to push through the crust of 
custom. 

The discount system is the main area for adaptation 
of prices to changed economic conditions and competi- 
tive status. 
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Distributor Discounts 

The structure of trade discounts should reflect as well 
as possible operating costs of the particular kinds of 
dealer you want to sell to. Hence discounts depend on the 
functions the manufacturer wants dealers to perform 
and also on the costs of selling to different kinds of 
dealers. 

Trade channels have length and breadth. Length rep- 
resents the successive steps of distribution from manu- 
facturer to wholesaler to jobber to retailer. Breadth rep- 
resents the separate segments of the market. The tire 
market, for example, has five segments: original equip- 
ment, consumer replacement, commercial-operator re- 
placement, government sales, and export. These seg- 
ments have quite different demand characteristics and 
provide opportunities for varying profit margins among 
segments. 

How much padding for promotion should enter trade 
discounts? If dealers are making many sales at less than 
list prices, the margin is rich, but dealers often need such 
margins to make their own segmentation between price- 
wise buyers and those buyers who don’t want to shop 
carefully. 

Since ordinarily the different trade levels, i.e., whole- 
saler and retailer, do not compete with one another, price 
differentials between them do not “injure, destroy, or 
prevent” competition and hence are not forbidden un- 
der the Robinson-Patman Act. But differentials at the 
same trade level are open to question if they do not re- 
flect genuine cost differentials of the seller. 


Quantity Discounts 

Large orders usually reduce the manufacturet’s cost of 
selling and warehousing, and may cut down unit costs 
for material and labor. General overhead is less likely to 
be affected. In theory the maximum quantity discount 
should represent actual costs saved. The accepted prac- 
tice in regulation by the Federal Trade Commission, how- 
ever, is to calculate savings only on the basis of average 
full cost per unit of sale. This raises the always arguable 
question of choosing the proper base on which to appor- 
tion nontraceable common costs. Cost uncertainty confers 
power on the F.T.C. In the words of Supreme Court 
Justice Jackson, “No quantity discount is valid if the 
Commission chooses to say that it is not.” 

Price discrimination is also held to be unfair when the 
spread between the seller's cost and price is not “equal” 
for all customers. ‘Equal’ might be interpreted as equal- 
ity in dollars, in percentage of mark-up, or in return on 
investment. “It should be noted, however, that equal 
prices are never discriminatory in law, regardless of cost 
disparities.” 

Another ancient and honorable form of price reduc- 
tion is the cash discount. Dealers don’t regard it as part 
of the invoice cost on which mark-ups are figured, and 
are more resentful when a cash discount is withdrawn 
than when a price is advanced. Justification for the dis- 
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count is that it identifies bad credit risks and reduces col- 
lection expenses. Since an allowance of 2 per cent for 
payment in 10 instead of 30 days is the equivalent of an 
annual interest rate of 36 per cent, the cash discount can 
hardly be said to represent a saving in interest on capital 
that would otherwise have to be borrowed. 


Geographical Differentials 

| There are three broad types of geographical pricing 
methods: uniform delivered prices, basing-point prices, 
and F.O.B. prices. In setting up a geographical price 
system, management should consider the following: 

1. Legality. Only F.O.B. pricing is clearly above re- 
proach, but other systems are as yet still legal and 
considerable freedom of choice remains in select- 
ing a system. 

. Competition. If products of competing firms are all 
like one another, the pricing practice prevailing in 
the industry is usually controlling. But if products 
vary in quality or design, a firm may be able to use 
F.O.B. pricing, especially if transport costs are 
minor. 

. Location of plants and markets. In order to gain 
access to variable and shifting markets, a company 
may have to abandon F.O.B. pricing and use some 
kind of freight equalization method. 

. Price maintenance. If resale prices are uniform over 
a broad area, F.O.B. pricing may be impractical, 
since either distant dealers get margins that are too 
thin or near dealers get excessive margins. 


Chapter 10 Capital Budgeting 

In its most logical form, capital budgeting can be di- 
vided into three problems: (1) estimating internal de- 
mand for capital, (2) determining supply of funds, and 
(3) rationing out the funds among the best prospective 
investments. 


Demand 
Demand for capital is estimated by bringing together 
all investment proposals for the planning period (usually 


one or two years), computing a prospective rate of re- - 


turn on each proposed project, and ranking them from 
highest to lowest profitability. When this array is totaled 
(i.e. cumulated from high returns downward), the re- 
sult is the company’s capital demand schedule. It shows 
the amount that can be invested to earn more than any 
given rate of return. Rate of return rather than payout 
period is the relevant criterion for ranking proposals. 


Supply 

Corresponding to the demand schedule is a schedule 
relating cost of capital to the total funds that can be ob- 
tained at a given cost of capital. Capital funds are sup- 
plied internally from savings out of income and exter- 
nally from the capital markets. 

The first step is to estimate saving from future opera- 


tions. This is a problem in cash budgeting and dividend 
policy. The cost of this internally supplied capital is the 
rate of return that stockholders could earn with it else- 
where if it were distributed to them in dividends. Since 
dividends suffer substantial erosion by personal income 
taxes, the cost of internal savings is much less than the 
yields or earnings—price ratios of comparable equities in 
the stock market. 

The second step is to estimate the cost of external 
capital in the form of bonds and new-stock flotations. 
External supply is likely to be available up to some large 
amount at a fixed interest rate or selling price, and be- 
yond that amount not available at any reasonable inter- 
est rate. 

The external segment of the supply schedule is aca- 
demic to many companies, because they have never re- 
sorted to the capital markets and have a firm policy never 
to invest more funds than are available internally. This 
policy is apt to limit the company’s earnings to less than 
its opportunities would yield. 


Rationing 

The total expenditure for the coming period is deter- 
mined by the intersection of the demand schedule with 
the supply schedule, that is, at the outlay level where the 
incremental return on new capital equals the incremental 
cost of that capital. The intersection point of the two 
curves is the cut-off or rejection rate of return. In princi- 
ple, if a company’s cost of capital intersects its demand 
schedule at a 15 per cent return and it requires a mini- 
mum 25 per cent on prospective investments, it could 
increase per-share earnings on existing stock by lower- 
ing that minimum standard to 15 per cent. 

Demand, supply, and rationing are the essence of pure 
capitai budgeting. But there are difficulties. The greatest 
difficulty is estimating prospective profitability of proj- 
ects. Earnings on some projects are so uncertain that they 
must be made purely on judgment and faith. And there 
are many investments that are prima facie desirable even 
though they promise scant visible return. Ranking un- 
certain and intangible earnings in the profitability ladder 
is a difficult but soluble problem. The important thing 
to remember is that income resulting from a project is the 
total change in the company’s profits that results from 
making, as opposed to not making, the outlay. 

Because the nature of profitability estimates varies 
widely with the type of investment, it is convenient to 
classify projects into the following types that have dis- 
tinctive estimating problems: 

Replacement 

Expansion 

Product-line 

Strategic 
Strategic investments, such as vertical integration, are 
difficult to fit into the demand schedule, but the other 
three groups are amenable to budgeting on a profitability 
basis. 

















PUBLICATIONS OF CONTROLLERSHIP FOUNDATION 


(PRICES ON REQUEST) 


DEFENSE MOBILIZATION: 

What Management is Doing 
Based on interviews with 35 companies who are 
doing something about meeting the impact of in- 
dustrial mobilization, and on interviews with key 
personnel in Washington. The report contains an 
extensive Preparedness Check List for Manage- 
ment compiled by the Munitions Board. (1951) 


BUSINESS CONSULTANTS: 

Their Uses and Limitations 
Based on experiences of 61 companies, this study 
answers these questions: What are the pertinent 
facts about consultants? Why do companies use 
consultants? How do companies choose consult- 
ants? How do companies get their money's 
worth? (1951) 


FACTS AND FIGURES 

FOR COLLECTIVE BARGAINING: 

The Controller’s Role 
A case history study based on the experiences of 
over 40 companies. Tells what facts to give, what 
records to keep to tell management's side of the 
story in labor negotiations, arbitrations and fact- 
finding investigations. (1950) 


SETTING SALARIES IN THE 

CONTROLLER’S DEPARTMENT 
A manual that is much more than a manual— 
Takes the guesswork out of job pricing and giv- 
ing raises. Contains detailed instructions on how 
to set salaries scientifically. Draws from the meth- 
ods used by 22 companies and the salary scales 
used by 500 companies. Aims specifically at mid- 
dle management jobs in the controller's depart- 
ment. (1950) 


BUSINESS FORECASTING 
What can forecasting do for your business? Can 
accurate forecasting be done in your company? 
How can it be done? This report helps you to 
answer these questions by bringing you the de- 
tailed experiences of 38 companies which have 
found business forecasting an indispensable tool 
of management. (1950) 


OF THE BUYER’S MARKET 
This study describes actual cost reduction meth- 
ods used by leading corporations in a wide cross 
section of industry. It is designed to help con- 
trollers and other executives do a better job in 
this direction. Case histories provide the bulk of 
this “brass tacks” information. (1949) 


EVALUATING MANAGERIAL AND 
SUPERVISORY JOBS IN THE 
CONTROLLER’S DEPARTMENT 
This study makes it possible for the controller to 
apply scientific principles of job evaluation to 
managerial positions in his department. Based 
on intensive research into the methods of 22 
leading corporations. (1949) 


CONTROLLERSHIP 

IN MODERN MANAGEMENT 
A symposium written by twelve specialists. Traces 
the evolution and development of controllership 
in business and government. Tells how industry 
and educational institutions can recruit and pre- 
pare the controller of the future. (1949) 


DEPRECIATION POLICY 

WHEN PRICE LEVELS CHANGE 
As a service to the business community, Control- 
lership Foundation assembled a compendium of 
the principal authoritative opinions, case histor- 
ies of company actions, and collections of infor- 
mation on this subject. (1948) 


WHAT PEOPLE WANT TO KNOW 

ABOUT YOUR COMPANY 
A public opinion study to find out what “run of 
the mine” stockholders, women investors, large 
investors, financial analysts, employes and labor 
unions want to know about your company. The 
report discusses why the different publics are dis- 
satisfied with financial reports and what to do 
about it. (1948) 


CONTROLLERSHIP FOUNDATION, INC. 
1 East 42nd St., New York 17, N. Y. 
































“EFFIciENT? Naturally! Every detail of my new Compt- 
ometer assures efficient work!” 
(Elmer Beres, furnace company, Milwaukee, Wisc.) 


“SpreDy? Who wouldn’t be! My new Comptometer 
has the lightest, casiest touch imaginable!” 
(Eleanor Johnson, hosiery company, New York City ) 


“AccuraTE? Why not? My new Comptometer warns 
me by sight . . . by sound .. . by touch . . . whenever 
I make a faulty stroke!” 

(Malcolm C. O’Brien, oil company, Houston, Texas) 


NW AYER & SON 














machines! 


Comptometer operators from coast to coast swear 


by three-way error control, an exclusive feature which 


prevents errors caused by faulty stroke... rave about 
effortless Floating Touch! The new Comptometer 
is efficiency engineered to handle your figure work 
with maximum speed and accuracy...with mini- 
mum effort and expense! Call your local Compt- 
ometer representative today for a demonstration. 


Comptometer 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., Chicago, 
and sold exclusively by its Comptometer Division, 1734 N. 
Paulina St., Chicago 22, Ill. Offices in all principal cities. 


FELT @ TARRANT 





C.l.C.T.College-Industry Cooperative Training 
Aims to Build Accounting Manpower for Firms 


AJOR STRIDES in three important 
M spheres of industry-college coopera- 
tion have been made recently by the Na- 
tional Committee on Education of Con- 
trollers Institute, which is headed by James 
H. Eteson, controller of the State Mutual 
Life Assurance Co., Worcester, Mass. 

One is the College-Industry Cooperative 
Training program—C.1.C.T.—under 
which companies may employ selected un- 
dergraduates of collegiate schools of busi- 
ness during their summer vacations. 

Another prime step forward is the Com- 
mittee’s report, “Comments on Curricu- 
lum for Collegiate Schools of Business,” 
marking the start of a study by the Com- 
mittee of the preparation given in schools 
of business to students expecting employ- 
ment in corporate accounting and control. 

Third in this trinity of Education Com- 
mittee accomplishments is the booklet, 
now in rough manuscript form, entitled 
“Careers in Management Accounting and 
Control,” designed to interest students in 
controllership as their road to business suc- 
cess. In addition, the Committee has also 
established a subcommittee to review and 
select slide films and motion pictures which 
are available for teaching various phases of 
accounting, budgeting and other control- 
lership operations, for the benefit of 
schools of business as well as for internal 
training programs of companies whose 
controllers are members of the Institute. 

“C.LC.T.,” in the words of Chairman 
Eteson, “is a method of selecting and re- 
cruiting permanent employes for the ac- 


counting and control functions of your 
company. It should give you a better op- 
portunity to obtain a ‘preview’ of promis- 
ing students who will graduate from col- 
legiate schools of business a year or two 
from now. The plan should help you re- 
duce losses and headaches from hiring and 
training employes who do an rere satis- 
factory. This plan may also offer a source 
of intelligent substitutes for permanent 
employes during their summer vacations 
—and summer is the season in many busi- 
ness organizations when supervisory execu- 
tives have time to watch and appraise these 
student workers.” 

Under the C.I.C.T. program, local Con- 
trols of the Institute (on a voluntary basis) 
through their Education Committees, will 
work with appropriate collegiate schools 
of business to bring employers and stu- 
dents together. Provision is made for on- 
the-job orientation and training, and for 
reporting the students’ progress to the col- 
lege at the end of the period. Variations of 
the plan provide for placing students for 
terms or quarters, rather than vacations, or 
for two-student teams covering one job 
continuously. 

As Mr. Eteson points out in the report, 
the two-student team idea has been fol- 
lowed by the University of Cincinnati for 
over forty years, and approximately two- 
thirds of the members of the Cincinnati 
Control have such teams working for them 
currently. Almost as many indicate they 
regard the method as a dependable source 
for permanent employes. 


MERIT AWARDS were presented on May 3, 1951, to the two outstanding students of 
Business Administration of the Bowling Green State University and the Toledo Univer- 
sity by the Toledo Control of Controllers Institute. In the left-hand group: DEAN 
SEARLES (left) and PROFESSOR A. W. LAPP (right) accompany their honor student, 
EDWARD S. COOPER of Toledo University, as he receives his award from FRANK 
BILLETT, president of the Toledo Control. In the right-hand group: DEAN HARSHMAN 
(left) and the honor student from Bowling Green State University, EUGENE L. MILLER, 
are shown with DR. PIERCE of Bowling Green and CLARENCE BOWER, president-elect 
of the Toledo Control, 1951-52, to the right of President Billett presenting the award. 
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The Springfield Control has agreed to 
pioneer the C.I.C.T. program, working in 
cooperation with the University of Massa- 
chusetts. Other local Controls are expected 
to follow suit in the near future. Any In- 
stitute member who is interested in the 
program is urged to contact his local Edu- 
cation Committee. 

National Office staff work for the Edu- 
cational Committee is being personally 
handled by the managing director, Walter 
Mitchell, Jr., this season in order to spread 
the load caused by the rapid development 
of the work of the National Committees. 


IMPROVING THE BUSINESS 
SCHOOL CURRICULUM 

Are collegiate business schools turning 
out the product you want ? 

Recently, the National Education Com- 
mittee, after several months of study, con- 
ference and correspondence, prepared a 
memorandum, ‘Comments on Curriculum 
for Collegiate Schools of Business.” It had 
the benefit of review by a special commit- 
tee appointed by the American Accounting 
Association, to represent the teaching pro- 
fession, in subjects related to accounting 
and control. The material on the facing 
page is quoted directly from this account. 


RUTGERS UNIVERSITY ADDS 
SUGGESTED STUDIES 

First fruit of the Committee's research 
was a decision by Rutgers University to 
list courses in ‘Procedures and Systems,” 
‘Budget Planning and Control,” and “Tax 
Problems of Management” in the catalog 
of its School of Business Administration 
for the next school year. According to 
Dean George R. Esterly of the School, who 
made known this decision in a letter to 
Oliver A. Gottschalk, chairman of the 
Education Committee of the Newark Con- 
trol, who is comptroller of the Lehigh 
Warehouse & Transportation Co., that 
city, a course on “‘Controllership Organiza- 
tion and Problems’’ is to be considered at 
a future date. 

Changes in curriculum also were dis- 
cussed at a special Education Meeting of 
the Toledo Control, held at Bowling Green 
State University, Bowling Green, Ohio, on 
March 8. Members of the Control served 
as panel members in a discussion period 
conducted by Dr. B. L. Pierce of the Uni- 
versity, and Dean Harshman of the Insti- 
tution’s Business Administration Depart- 
ment expressed his colleagues’ desire for 
information on what business requires of 








present-day graduates. Members of the 
faculty then described the various ap- 
proaches now being taken to acquaint stu- 
dents with practical, everyday business con- 
ditions. 

At the Annual Education Meeting of the 
Buffalo Control, held on April 24, David 
F. Devine, comptroller of the Bell Air- 
craft Company, summarized the findings 
of the Committee. He also stated, from his 
own experience, “The graduates of col- 
legiate schools of business either don’t un- 
derstand us, or we don’t understand them. 
It sometimes appears to me that many of 
the subjects taught in graduate schools are 
above the comprehension of students who 
have never had contact with the business 
world, or at least need more training in 
what makes the wheels go around than 
they are now getting. Perhaps the happy 
solution would be to train the men in fun- 
damentals in college and then take gradu- 
ate work after they have had some experi- 
ence and have determined (1) that they 
expect to try to become an administrative 
accountant and (2) that they are going to 
be given an opportunity to do so. This has 
been tried by at least one of the schools; 
while the course has been short and in- 
tensive, the effects have been good.” 

An alternative possibility, the speaker 
pointed out, might be to have employes 
return to college as part of their promo- 
tional training. He closed by praising the 
professional schools for their progress dur- 
ing the past twenty years, and for their 
“great contribution to business.” 


INTERESTING STUDENTS 
IN CONTROLLERSHIP 


To students who have majored in ac- 
counting, but who are undecided whether 
to go into Certified Public Accounting or 
corporate work, “Careers in Management 
Accounting and Control’’ is addressed. It 
describes the controller's functions, point- 
ing out that management needs basic data, 
much of which is independent of the ac- 
counting process. The booklet outlines the 
informational requirements of the various 
departments—engineering, personnel, pur- 
chasing, etc., and describes the operations 
of the internal audit, general accounting 
and works accounting divisions. The job 
requirements for controllership are listed, 
and advice is given on how to start on the 
ladder which has taken many men through 
controllership to the presidency of their 
concerns. 

“There is no better spot,” the brochure 
maintains, “from which to learn the en- 
tire structure of any enterprise than the 
Management Accounting and Control 
function. Of necessity, this department 
draws figures from all others and distrib- 
utes information to all others. Because the 
function is so much more difficult to de- 
scribe than the production and sales func- 
tions, its importance has been relatively 
little known to college students.” 


THE CONTROLLER 


Our first and most important general comment is that most of 
the schools of business are furnishing us with far better prepared 
employes than were available from most educational institutions 
ten, twenty or thirty years ago, and that we can see continuing im- 
provement in the effectiveness of this type of education. 


BUSINESS COMMUNICATION: 

The greatest lack we note among students from the schools of 
business is their inability to communicate. Without disparaging 
the courses in English literature and composition commonly given 
in our colleges, we feel that quite a different need is left largely 
unfilled in many schools. No matter how well trained and compe- 
tent a student may be with figures and accounting concepts, his 
value to us will be severely limited unless he can tell—in speaking 
or writing—what he did, why he did it and what the significance 
of the findings may be. 


PLANNING AND CONTROL: 

We find that most students lack comprehension of the purpose 
and problems of planning and control in business. This includes 
long and short term budgeting, cash forecasting, and the controls 
necessary to keep actual operations in line with the budgets and 
forecasts (except as deviations are authorized by qualified man- 
agement decisions). Perhaps fundamentally they need to know 
principles of organization and responsibility before they can see 
how and why such functions are needed. 


FORECASTING: 

Economics and business forecasting are growing in importance 
in management planning and control. Too many books on budget- 
ing skip lightly over the forecasting of income and spend the 
major emphasis on the budgeting of expenses. Too many eco- 
nomics texts fail to “build a bridge’ between economic theory 
and the fact that management of every enterprise involves fore- 
casting. 


COST ACCOUNTING: 

Students coming into our employ declare that they have had 
courses in cost accounting, yet seem to have little appreciation of 
the reasons for developing and maintaining standard costs and 
“actual” costs, and how these data are used in management deci- 
sions. 


AUDITING: 

We find that internal audit and control procedures are often 
quite different in purpose and method from the techniques needed 
by the public accountant and urge consideration of courses espe- 
cially oriented for corporate needs. 


COURSES IN CONTROLLERSHIP: 

A specific course devoted to the functions of the controller, his 
method of operating and management, and the types of problems 
with which he deals, can properly be a part of such a curriculum. 
Also, we believe it should be pol eal as a possible orientation 


course for other business school students not majoring in account- 
ing. 


PRACTICAL KNOWLEDGE: 

Many a student fails to grasp what the books and instructors tell 
him, and this may not be mere stupidity. If he has never seen the 
inside of a business or organization, he has no “reference points” 
for comprehension or “‘verification’’ of classroom instruction. We 
offer three suggestions: (1) more plant visits by student groups, 
(2) participation by controllers as visiting lecturers, (3) college- 
industry cooperative training—supervised placement of students 
in temporary (summer, semester or term) and part-time jobs in 
corporate accounting and control departments. 
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Edusin J. Rock 


A A YARDSTICK for showing the prog- 
ress or backsliding of a business 
enterprise, we have found this chart useful. 
One chart for any business is interesting, 
but the real value of this type of presenta- 
tion becomes apparent only when we 
compare a series of charts, each covering a 
period of the same length. Then the in- 
genuity of management in utilizing the 
capital it had to work with, and about 
how it did it, are pretty clearly shown. 
The influence of factors like inflation, 
material allocations and price controls are, 
of course, not directly indicated, because 
we use only accounting figures. 

It is called “Turnover Analysis’ be- 
cause capital turnover is its key figure, but 
it could be labeled, ‘Analysis of Assets, 
Liabilities and Invested Capital at the 
beginning of period, Profit and Loss and 


Try a Turnover Analysis? 


Operating Statements for the period, and 
Per Cent Return on Sales and Invest- 
ment.” These are all there in condensed 
form. 

Under FINANCIAL POSITION we show 
the equity investment and what form it 
was in. This is usually as of the beginning 
of the period under review but if there 
was a substantial change in equity invest- 
ment during the period then the average 
investment for the period is used. 

Some like averages regardless, and we 
figure for them on a sort of day-dollar 
basis, but usually the beginning figure is 
good enough, particularly if the periods 
are short. When we wish to include bor- 
rowed capital in TOTAL INVESTMENT, we 
just do not deduct it from the assets in 
arriving at the investment figure, and 
make a suitable notation. 


EDWIN J. ROCK, certified public accountant and man- 
agement consultant, is a partner in the firm of Rock & Com- 
pany, with offices in New York and Norwalk, Connecticut. 
He is currently author of a series of concise tax tips entitled 
“Tax Angles,” featured daily in the Bridgeport (Conn.) Post. 
Mr. Rock is a member of the Institute of Federal Taxa- 
tion, the National Association of Cost Accountants, and the 
Tax Committee of the New York City Control of Con- 
trollers Institute. He is enrolled to practice before the Tax 
Court of the United States and the Treasury Department. 
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The OPERATING ACTIVITY section shows 
the operating and profit and loss figures. 
In nonmanufacturing businesses, the MA- 
TERIALS, LABOR and MANUFACTURING 
OVERHEAD blocks are left blank. In a 
business that manufactures and also jobs, 
we insert a block for cost of goods bought 
ready for resale. The percentage and turn 
figures are simple arithmetic. 

The SUPPLEMENTARY DATA on turn- 
over of working capital and inventories 
also becomes more informative when 
charts for a series of like periods are com- 
pared. In a seasonal business each period 
is usually made long enough to cover the 
full cycle. Mostly we use averages of 
working capital and inventories in com- 
puting their turn, but if figures as of the 
beginning of the period are satisfactory 
we just cross out AVG. on the chart. 

When a series of charts is made up we 
are careful to see that figures in each 
chart are prepared on a basis consistent 
with all the other charts in the series. 

Manufacturing, wholesaling and retail- 
ing activities are all easily analyzed, but 
this particular form is not readily adapt- 
able to financial institutions, transporta- 
tion, agricultural or mining companies, 
etc. 

Some managements who do not like to 
look at figures, are attracted by and inter- 
ested in this graphic form of presenta- 
tion, and sometimes they really seem to 
better understand the story it tells. 


NOTE: If you would like to try out this idea 
with your own figures, you may procure blank 
charts by writing to the Editors ; THE CONTROL- 
LER, One East 42nd St., New York 17, N. Y. 
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From each one of its 32 

stores the Zale Jewelry Com- 
pany, Dallas, Texas, receives 
Recordak microfilm copies of the cus- 
tomer-ledger cards used daily to 
record purchases and time payments. 


\ 
\ 
— 
These film copies literally bring the “field” into 
the home office . . . give auditors this convenience 
in preparing their reports: At their finger tips is the 
history of each store’s daily transactions—picture- 


perfect reproductions of the original ledger records. 
Everything there—ready for immediate review in a 





Recordak Film Reader. Thus, 
true picture faster of its far-flung operations in 6 
states... 24 cities. And greater protection, too, for 
Recordak microfilm copies provide a safeguard 
against the lossof the original customer-ledgercards. 


management gets a 


How the system works—and cuts costs—in the field. When- 
ever a customer makes a purchase in any one of Zale’s 32 stores, the 


charges are listed on his ledger card. 


Then the clerk places this 


record and the sales ticket in the Recordak Junior Microfilmer . . . 


pushes a button . . 
operation is followed when customers make 


. and the bookkeeping job is done. (A similar 
“time” payments.) 


This simple routine adds up to important savings in time and 


labor, for it eliminates the 


“old” manually prepared reports which 


each store had to compile daily for the home office. 


The above case history is just another 
example of the way Recordak microfilming is 
serving 65 different types of business, thousands of 
concerns, 

You really owe it to yourself to learn more of the 
story—how Recordak microfilming simplifies ac- 
counting routines (which may well be similar to 
some of yours) ; how it saves up to 99% in filing 
space; how it provides extra protection for your 
vital business records; how it gives you photo. 
graphically accurate and complete copies for a 
fraction of a cent apiece. 

Write today for a free copy of “50 Billion Records 
Can’t Be Wrong,” which also gives details on the 


line of Recordak Microfilmers now 
offered on an attractive purchase or 
rental basis. Recordak Corporation 
(Subsidiary of Eastman Kodak Company), 
444 Madison Ave., New York 22, N. Y. 


*‘Recordak”’ is a trade-mark 
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New Ingredients in Plant Location Studies 


NDusTRY should no longer rely solely on 
| the “traditional economic factors’ in 
choosing new plant locations but should 
seize the present opportunity to take a new 
approach to the question, according to 
Frank F. Gilmore in the March number of 
the Harvard Business Review. Among the 
reasons given by the author for changing 
current policies are the need for dispersal 
and the long-run social advantages offered 
by many smaller communities. 

As for the government's urgent plea for 
dispersal, the author, who is Associate Pro- 
fessor of Business Administration at the 
Harvard Business School, explains: ‘‘Man- 
agement is in a tough spot. With the ac- 
celerating tempo of mobilization calling 
for more production ina hurry, it has natu- 
rally turned to the type of expansion that 
will make possible the most rapid accelera- 
tion of output for the least cost. As soon 
as the capacity of existing facilities is ab- 
sorbed, the next logical step has been to 
seek additional space in readily available 
facilities in the general neighborhood. . . . 

Under such conditions it is extremely 
difficult to comply with the government's 
plea for dispersal. The metal working in- 
dustry particularly has tended to stay con- 
centrated in a relatively small number of 
large centers where the skill and know-how 
are localized ; relatively little development 
has taken place in other parts of the coun- 
try. 

Pointing out that the critical interna- 
tional situation and Russia's possession of 
the atomic bomb make dispersal essential 
to national security, Professor Gilmore 
continues: “The peculiar nature of the 
present effort, emphasizing basic produc- 
tive capacity that can be sustained over an 
indefinite period rather than peak produc- 
tion for a limited time, provides both op- 
portunity and obligation to plan far ahead 
rather than to resort to expedients. When 
such planning ahead is done, certain social 


factors (in contrast to the traditional eco- 
nomic factors) take on clearer meaning 
for the location question. Such social fac- 
tors can have a very definite long-run effect 
on the economic health of individual com- 
panies and industry as a whole. As a mat- 
ter of fact, the way the social problems of 
industry are met in the months just ahead 
may have a significant bearing upon our 
ability to face up to the rigors of the mo- 
bilization itself, let alone the stresses that 
will follow after it is all over someday.” 


INADEQUATE PLANNING 


Basing his conclusions on a series of re- 
cently completed field studies, the author 
warns that most plant-location planning 
is inadequate under current conditions. 
“The factors usually considered . . . are 
proximity to markets, settled labor condi- 
tions, favorable tax rates, adequate trans- 
portation facilities, proximity to sources of 
supply, plentiful labor, and the various 
utilities. 

“In general the one single question most 
frequently asked today is: What buildings 
are available? (Most companies seem to 
want a one-story building between a rail- 
road and a highway, with all utilities and 
plenty of room for expansion! ) 

“The next most frequently asked ques- 
tion is: What about 2 sup ply? 

“Thus, there appears to be very little 
conscious attempt to relocate for security 
or long-run social reasons. So far moves are 
being made for security reasons only if to 
do so will clearly result also in making 
money; and businessmen are thinking 
more of maximizing profits now than of 
building economic health for the future. 

“The need for a fresh approach to the 
location problem,” Professor Gilmore says, 
‘leads us inevitably to consideration of the 
smaller community. Is it not time that we 
started cultivating some of the virgin soil 


@ e @ Where can | store my back records—at 


that is lying fallow in the small and me- 
dium-size communities all over the coun- 
try? Why should we go on overworking 
our industrial centers? Have we not had 
ample experience with unsettled labor re- 
lations and social ills that come from too 
large concentrations ? Those charged with 
the responsibility for finding plant-location 
opportunities who have looked carefully at 
the smaller community's assets have ex- 
perienced a mounting enthusiasm for the 
possibilities. . . . 

“Recent efforts to discover the top plait- 
location opportunities in smaller commu- 
nities are beginning to disclose real indica- 
tions of progress. Some new ingredients 
are being added to plant-location studies. 


CHECKING “INTANGIBLES” 


“In the first place, more questions are 
being asked about some of the less 
tangible considerations: For oe Are 
the attitudes of the business leaders and 
townspeople favorable?” Obviously, as is 
pointed out, the reception likely to be 
given a new industry is important. 

Other important questions are the atti- 
tude of the townspeople “toward the com- 
pany's bringing some of its employes and 
foremen to the new location,’’ and the “‘at- 
titude toward labor and labor organiza- 
tions,’’ which is “an indication of the sort 
of labor relations climate that may lie 
ahead. 

“Another aspect that is getting increas- 


is the general tone of state and local poli- 
tics’ and “‘the situation with respect to 
city, county, and state debt and fiscal poli- 
cies. . . . In many instances, a useful test 
of the community's services and general 
character is to be found in exploring 
whether company personnel transferred to 
the new location would fit into the local 
community life.” 
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Management Improvements 
Save United States 
Millions Yearly 


A Senate committee estimated at the 
turn of the year that the government is 
saving at least $5 million a year as a re- 
sult of improved management practices 
brought about by general reorganization 
legislation. 

The report said the reorganization pro- 
gram has brought about savings on freight 
rates paid by the government totaling $1.7 
million, and $1 million on telephone and 
teletype costs. It said other large savings 
include $509,000 in the handling of gov- 
ernment properties, $372,000 on rent for 
leased space, $300,000 on the handling of 
government records. It said the General 
Accounting Services estimate the amount 
of savings will grow. 

However, it said “certain agencies” are 
“evading” requirements of the law, and it 
criticized the Defense Department for 
what it called non-cooperation with the 
committee in a survey of what has been 
accomplished. 


The committee report did not identify | 


the departments which it said “are evading 
the requirements” or the reorganization- 
economy program, but it said the situation 
will be given ‘‘careful attention.” 

The report, compiled by the Committee 
on Expenditures in the Executive Depart- 
ments, was filed with the Senate by Sen. 
John L. McClellan, D., Ark., its chairman. 

It said twenty-five Federal agencies were 
asked for reports on what they have done 
under twenty-six government reorganiza- 
tional plans approved by Congress since 
1949. 

It said the twenty-five, “with a single 
exception, responded with reports setting 
forth in detail reorganizational changes. 
The single exception to the otherwise uni- 
form cooperation is the Department of 
Defense.’ 

The committee said it plans further in- 
vestigation of Defense Department com- 
pliance, “particularly as related to reports 
received by the committee that there con- 
tinue to be duplicating and overlapping 
services maintained in procurement, cata- 
loguing and warehousing activities.” 


Canadian Controls 
Follow U.S. Pattern 


Two new laws, just enacted by the Ca- 


nadian Parliament, follow the emergency | 


control pattern established in the United 
States. The Canadian controls, embodied in 


the new Defence Production Act and the | 
Emergency Powers Act, provide machinery | 


for full cooperation across the border by 


(a) setting up a Department of Defence | 
Production to control materials, supplies | 


and prices, and (b) authorizing stock-pil- 
ing, government requisitions and emer- 
gency contract procedures. 
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ANY companies have seen their full 
M year’s profits wiped out by credit 
losses. That’s why companies in over 100 
lines of business now complete their 
insurance programs with Credit Insur- 
ance. 

American Credit pays you when your 
customers can’t... protects you against 
their inability to pay due to floods, 
strikes, lawsuits, material shortages, 
Government restrictions, other unpre- 
dictable events. And American Credit 
enables you to get cash for past due 
accounts . . . improves your credit stand- 
ing with banks and suppliers. (Important 
benefits if you are operating at high 
volume on limited working capital!) 
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An American Credit Policy can be 
tailored to your own particular needs 
-.. insuring all, a specific group, or just 
one account. 
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Inflation Beyond 5% a Year 
Seen as Danger Signal 


NFLATION is the Number One enemy 

that America must overcome if we are 
to keep our civilian economy healthy while 
we build up our military strength, says 
the new report, “Defense without Infla- 
tion,’ issued by the Twentieth Century 
Fund. It suggests that a rate of inflation 
increase greater than 5 ve cent a year 
might be regarded as a danger signal to 
the nation. 

The report was prepared for the Fund 
by Albert G. Hart, Professor of Economics 
at Columbia University. He writes in con- 
sultation with four of the country’s top- 
ranking economists, who make up the 
Fund's Committee on Economic Stabiliza- 
tion and add a chapter of recommenda- 
tions of their own. They are: John Mau- 
rice Clark (chairman), professor of Eco- 
nomics at Columbia University and past 
president of the American Economic As- 
sociation; Theodore W. Schultz, chair- 
man, Department of Economics, Univer- 
sity of Chicago; Arthur Smithies, chair- 
man, Department of Economics, Harvard 
University; and Donald H. Wallace, di- 
rector of Graduate Program, Woodrow 
Wilson School of Public and International 
Affairs, Princeton University. 

Describing the need of the hour as a 
state of ‘‘readiness,”’ the new Fund report 
says: The strategy of veadiness is to y a 
aggression if possible and to be able to 
meet it if it comes.”’ This involves a severe 
strain On Our economic system, but the 


Fund report asserts bluntly that: ‘“A na- 
tion that indulges in inflation shows itself 
to be lacking in discipline, in ability to 
face problems realistically and to reach 
agreement about matters of crucial im- 
portance. . . . Price inflation implies that 
recognized claims for consumption, gov- 
ernment use and private investment add 
up to more than the available output: we 
have failed to find any orderly way to de- 
cide which claims should give way.” 
Getting down to actual figures, the re- 
port says: “Plainly, this is a matter of de- 
gree. To tolerate an inflation at a rate of 
2 per cent or 3 per cent a year during a 
period of stress would not be a scandal; to 
tolerate an inflation at a rate of 25 or 50 
per cent would. Where the line should be 
drawn is hard to say. But an average rate 
of inflation higher than 5 per cent a year 
(to give a round figure) must be taken to 
register a serious default of government 
in its job of sorting out the more urgent 
claims on output from the less urgent.” 
In their own chapter of recommenda- 
tions on public policy, the four collabo- 
rating economists give their views on meas- 
ures necessary to prevent dangerous infla- 
tion. They call for immediate higher taxes 
and policies to restrict the amount of 
credit available. The economists accept 
the present price and wage controls as an 
accomplished fact, but warn that these 
controls in themselves will not solve the 
problem unless they are backed by other 
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measures. “It is both possible and neces- 
sary to depend on taxation to finance the 
defense expenditures and to remove the 
bulk of the inflationary pressure,” say the 
four economists. “Direct controls are not 
a substitute for adequate taxation. A tax 
system appropriate fei the present emer- 
gency must absorb a larger part of the total 
national income than did the World War 
II tax system. That conclusion follows, 
even from minimum estimates of the 
defense requirements for the next few 
years.” 

Discussing some of the fallacies con- 
nected with inflation, Albert G. Hart in 
the Fund's new report says: ‘Production 
is widely pier lan the sovereign cure 
for inflation.” He points out that infla- 
tion comes about when the demand for 
goods exceeds supply, but he raises the 
question if merely increasing the output 
would solve the situation and then says: 
“The answer is ‘No.’ Extra output ordi- 
narily means extra input.’’ He then points 
out that “extra manhours and extra flow 
of materials, together with profit on the 
extra output’ all add to available spend- 
ing power and thus tend to increase in- 
flationary pressure. He says that “added 
output helps more against inflation if it 
comes from increased productivity, that 
is, more output for the same input.” 

After making these points, Hart goes 
on to say: ‘These considerations do not, 
of course, undermine the desirability of 
expanding output. More output means 
better defense or more comfortable living 
or more expansion of production facilities, 
or all three. But we must not delude our- 
selves that expanding output will solve our 
inflation problems. To the extent that we 
put added output into defense or into ex- 
pansion of facilities—both of which have 
priority—expanding output will clearly 
make inflation worse. Once we are over 
the mobilization hump, reconversion of 
part of our munitions industries to con- 
sumer goods will, of course, ease inflation- 
ary pressure, yielding more consumer 
goods with no more input or income in 
production as a whole. But we cannot 
hope to move in this direction for two or 
three years yet.” 

In connection with the publication of 
the new report, the four members of the 
Fund's Committee on Economic Stabiliza- 
tion made some additional comments on 
recent developments. In their supplemen- 
tary remarks they say: “Having committed 
ourselves as a nation to a policy of using 
direct controls to stop inflationary in- 
creases of prices and wages, we have made 
it everybody's business to see that controls 
are observed. . . . To make controls ef- 
fective sets several requirements: 


“1. A structure of controls that adds up 
toa sone of inflation if compliance 1s 
reasonably good. The growing network 
of arrangements under which sellers of 
labor and commodities are authorized to 
raise prices, on the ground that other sell- 
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ers are raising prices, must be viewed with 
misgivings. . . . A balance of interests is 
essential; but it cannot be achieved by 
giving each interest group a piece of infla- 
tion, 

“2. A widespread spirit of compliance. 

“3. Adequate enforcement machinery, 
to conserve the spirit of compliance by 
assuring the public that there is no large 
group of dealers who are getting rich by 
disregarding controls. 

4. Budget and monetary measures 
strong enough to prevent any large excess 
of spending power, and thus to curtail 
temptations for buyer and seller to deal 
above ceiling prices.” 


The Committee comments somewhat 
wryly: “Listing these requirements is 
enough to show how far we are from an 
adequate pattern of inflation control.” 

Reviewing some of the events of the 
very recent past, the Committee points out 
that: “Monetary policy, which a few weeks 
ago was in a strait jacket, seems to have 
been freed for anti-inflationary operations. 
The rapid growth of bank loans which 
contributed strongly to inflation in 1950 
and in the first weeks of 1951 can now be 
checked by Federal Reserve action to cre- 
ate a stringency of bank reserves, in a way 
that was impossible when the Federal Re- 
serve System was obliged to pour out fresh 
reserve funds whenever bondholders chose 
to sell. We have yet to see how far the 
Federal Reserve will actually use its pow- 
ers to stop the growth of Federal Reserve 
credit and of commercial bank loans.” 

Looking at the national picture as a 
whole, the Committee calls for reasonable- 
ness among the great-interest groups of 
the nation. “Neither mobilization nor 
stabilization can be achieved by trying to 
give each group all it aspires to—or even 
all it may feel reasonably entitled to in a 
climate where other groups are being 
treated generously. Inflation cannot be 
stopped if the pull and haul among groups 
leads into a political logrolling operation 
where government helps each group en- 
large its money income to match increases 
secured by others. 

“The pattern of a stabilization com- 
promise is that of reciprocal willingness 
to sacrifice. To ask wage earners to accept 
wage stabilization in a context where prof- 
its, food prices and rents can rise freely 
would be politically hopeless, as well as 
unfair. But it is reasonable to call on 
wage earners to accept wage stabilization 
as part of a program which includes stable 
retail prices, corporation taxes adequate 
to capture a large fraction of any growth 
in profits, and high personal taxes on up- 
per-income individuals. The same princi- 
ple applies to the acceptability to farmers 
of farm prices below the ratios to parity 
which they now aspire to. Similarly with 
the acceptability to business of heavy taxes, 
price control regulations and the incon- 
veniences of allocating scarce goods to 
buyers (with or without rationing) .” 
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EXECUTIVE ACTION* 
By Edmund P. Learned, David N. Ulrich and Donald R. Booz 


Reviewed by SCOTT HARROD 
Secretary and Treasurer 

Bell & Howell Company 
Chicago, Illinois 

According to the first sentence in the 
preface of “Executive Action” this is a re- 
port of ‘a study started as a research proj- 
ect of the Division of Research of the Har- 
vard Business School to deal principally 
with the human aspects of line and staff re- 
lationships.”’ 

To some readers, the realization that 
here is another book on the so-called hu- 
man relations in business might have a dis- 
couraging, if not a nauseating, effect. Un- 
fortunately, there is probably no subject in 
recent years that has been dealt with more 


frequently, repetitively, and many times in- 
tangibly. 

Happily, this book is different. The au- 
thors’ opinion and comment are presented 
calmly and in a matter-of-fact way—fre- 
quently using the ‘‘case"’ method of making 
a point. The conclusions are based pri- 
marily on the results of field interviews in 
12 companies (not identified), and sec- 
ondarily on the famous Harvard “‘case”’ 
files and on the consulting experiences of 
the authors and their associates. 

The book itself is divided into two parts, 
the first being “The Executive World” and 
the second “Executives in Action.” The 
first part discusses the human factors that 
form the context for executive action and 





PHILADELPHIA e 





ee 
Bad 


Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 


Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


For, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO + 


tOS ANGELES 








the second discusses the action that takes 
place in the context. 

The question as to what people are and 
how they came to be so is an interesting 
one, but a more important question to the 
executive concerns growth and change. 
How can a man develop in order to become 
more effective? It is pointed out that the 
current popular emphasis seems to be upon 
the idea that “personality” is an extremely 
malleable element which can be com- 
pressed into a salable product. The au- 
thors believe that more people have foun- 
dered on this idea than have ever reached 
their own fulfiiment by it. 

At the admitted risk of oversimplifica- 
tion, the question of change is dealt with 
on three levels. 

. The individual’s deep and persisting 
“set” toward life—his underlying 
values and attitudes. This is a level at 
which change is unlikely to occur. 

. The “organization” level. The indi- 
vidual’s working habits, his attitude 
toward his job, his opinions as molded 
by “the way we do it here’; at this 
level the individual usually has a good 
deal of plasticity. 

. The margin of change which an indi- 
vidual can accomplish through a con- 
scious understanding of his own per- 
sonality and adapting it—not changing 
it—to the pressures and demands upon 
him as an executive. This is really the 
capacity to become a self-directing play- 
wright of one’s own executive part 
rather than the mere actor of a stereo- 
typed role dictated by others. 


In Part II—''Executives in Action,” the 
chapter heads themselves summarize the 
content: 

The Process of Delegation 
Communication 

Control and Measurement 

Use of Organization Charts and Manuals 
Executive Use of Staff Organization 
Building and Organization 

Particularly interesting to controllers is 
the chapter on “Control and Measure- 
ment.” Control systems prove most effec- 
tive when designed around the needs of 
the personnel involved and the point is 
made that the modern process of control is 
as much a system of human interactions as 
it is a system of reports, techniques and 
standards. 

As the authors themselves say, the sub- 
stance of this book does not lend itself to a 
simple summary or conclusion—for lifting 
ideas about executive behavior out of their 
context might lead to distortion. The final 
impression, however, is that most execu- 
tives possess the capacity for developing 
greater understandings of the human con- 
text of their work and in so doing may re- 
lease further human talents and energies in 
ways that are productive and satisfying. 

* Published by the Harvard Business School, 
Division of Research, Soldiers Field, Boston, 
Mass. 1950. $3.25. 
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INDIVIDUAL INITIATIVE 
IN BUSINESS* 


Edited by George Howard Allen 
Reviewed by SCOTT HARROD 


In this book, the Harvard University 
Press has published ef ame of the 
Twentieth Annual Conference of the Har- 
vard Business School Association. These 
conferences are a part of the University's 
program of education for business respon- 
sibility and were in this particular instance 
organized around the theme of ‘Individual 
Initiative.” 

One of the major ingredients of Amer- 
ica’s success has been the right of the indi- 
vidual to make the most of himself. In 
business particularly, the enterprise of the 
individual is its underlying strength and 


‘IDEAS FOR SPEEDING DEFENSE MATERIEL! 


| 


| 





accounts largely for this country’s ac- | 


knowledged supremacy in production. 


At this Harvard conference, nine well- | 
known business leaders presented prepared | 


texts on what initiative is, its philosophical 


and spiritual aspects, its place in the com- | 


munity and competition, its relation to ven- 


ture capital and how it can be put to work | 
within a company. These prepared texts are | 
presented as the first part of the book with | 


the remainder devoted to the extempora- 
neous remarks of businessmen during open 
discussion. In addition, there is included 


an excellent and well-organized bibliog- | 


raphy which is certainly a gold mine for 
reference on this subject. 


Being a compilation of many men’s | 


thoughts on the subject, this book is prac- 


tically impossible to summarize or con- | 
dense. All in all, however, it constitutes a | 
good appraisal of the general economy in | 


terms of the individual. The importance of 
this cannot be minimized because as Lan- 
sing P. Shield, president, The Grand 
Union Company, says, “Machines move 
mountains, but initiative moves men.”’ 


* Published by Harvard University Press, 
Cambridge. Mass. $3.50. 


OTHER BOOK ENTRIES 


FUNDAMENTALS OF ACCOUNTING. By 
Harry H. Wade. John Wiley & Sons, 
Inc., 440 Fourth Avenue, New York, 
N. F. S675. 


CHANGING CONCEPTS AND TRENDS IN 
PENSION PLANNING. American Man- 
agement Association, New York, N.Y. 
SO cents. 


My Jos Contest. By Chester E. Evans 
and Laverne N. Laseau. Personnel Psy- 
chology, 1727 Harvard St. N.W., 
Washington, D. C. Paper Bound $2.50; 
Cloth Bound, $3.50. 


THE SUCCESSFUL PRACTICE OF AC- 


COUNTANCY. By Paul E. Bacas. Prent- 
ice-Hall, Inc., New York, N. Y. $5.35. 
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Shipping parts on government contract, an aircraft manufac- 
turer saves the time it formerly took for successively typing three 
different forms, and duplicating copies five times. One continu- 
ous form, typewritten, now supplies required inspection, pack- 
ing, shipping documents instenatly—pine a duplicating master 
for final billing. The story’s in PS. 22. 


Paperwork Simplification is being directed today to helping our 
customers get the most out of their Standard Register form-sys- 
tems. Standard’s representatives, analysts, form designers, serv- 
icemen are concentrating on re-examining systems . . . against 
these three prime objectives: 


A. Develop the best procedure. Does every step serve an impor- 
tant purpose now? What new needs must be met? 


B. Simplify the writing method—to get more out of present 
business machines, save manpower . . . by means of auxil- 
iary devices, form handling equipment, etc. 

€. Design the most efficient form. Holding parts intact in Zip- 


set, for instance, enables inspectors (above) to sign, stamp 
all copies at once. 


* “PS.” ideas and information are available to all. Write for 
copies of Paperwork Simplification (PS.) and the ABC book. 
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CINCINNATI 


HE CINCINNATI CONTROL of Control- 

lers Institute celebrated its 15th Anni- 
versary on April 10 at the Hotel Terrace- 
Plaza with a cocktail party and dinner. 
Forty-two members and three guests of the 
Cincinnati Control, plus six members of 
the Dayton Control and one guest, rem- 
inisced about the early days when after 
seven officers and directors were elected 
there remained only four members to be 
“controlled” . . . the times when the de- 
pression-born infant Control thrived on 
“alphabet soup’ ladled from the pot 
boiling during the 1936 period in Wash- 
ington and on discussions of yard-long 


reports that “looked like a piano roll” 
according to George F. Brenner, second 
president of the Control. 

Recalling that in 1938 the matter of 


CONTROLLERS CELEBRATE 


federal taxes appeared three times in one 
year's agenda, Mr. Brenner went on to 
say, ‘I cannot recall why we were worry- 
ing so about federal taxes then because | 
recently looked up the rates which were 
in effect at the time and they were: For 
Individuals—4% on all income in excess 
of exemptions. . . . For Corporations 
19% (reduced by 1614% of dividends 
credit and 214% of dividend paid 
credit) !”’ 

Robert C. Johnson, current president of 
the Control, related how the membership 
committee built the roster from 11 
charter members to the present 69, how 
members served as National Directors and 
on all major committees of the Institute, 
how the Control spread its influence by 
sponsoring the Midwestern Conference in 
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FIFTEENTH BIRTHDAY 


1942, and how K. Y. Siddall, comptrol- 
ler, the Procter & Gamble Co., brought re- 
nown to the Control by being elected to 
the National presidency of Controllers In- 
stitute and later serving as chairman of 
the National Board of Directors. 

Walter Smith’s prognostication of the 
future included a re-statement of the pur- 
poses and aims of the local Control as 
well as the national organization toward 
greater growth and service. The Control 
will again sponsor the Midwestern Con- 
ference in 1952. 

Reuben Hays, president of the First 
National Bank of Cincinnati, addressed 
the meeting on ‘The Price of Money” 
followed by an hour of answering ques- 
tions of the members. 

Those present at the head table were 
(left to right): GreorGE E. BRENNER, 
second president of the Control and vice 
president-secretary of Cincinnati Gas & 
Electric Co.; WILLIAM H. ZIMMER, secre- 
tary of the Control and vice president and 
director, Cincinnati Gas & Electric Co.; 
RupOLPH W. SANDBURG, vice president 
of the Control and controller, the Andrew 
Jergens Co.; REUBEN Hays, president of 
the First National Bank of Cincinnati, 
guest speaker of the evening; ROBERT C. 
JOHNSON, current president of the Con- 
trol and assistant comptroller, the Union 
Central Life Insurance Co.; HAROLD SIPE, 
treasurer of the Dayton Control and vice 
president, the Third National Bank and 
Trust Co., Dayton; WALTER A. SMITH, 
Jr., a director of the Cincinnati Control 
and controller, Crosley Division, Avco 
Manufacturing Corp. ; and WILLARD Gor- 
SUCH, treasurer of the Control and con- 
troller, the Black-Clawson Co. 

Institute members who attended from 
Dayton Control were: NortToN McGiF- 
FIN, secretary of the Dayton Control and 
divisional controller, Harris-Seybold Co. ; 
WALTER R. HEWELL, assistant controller, 
Eversharp, Inc.; HERMAN J. OLT, Touche, 
Niven, Albert & Smart; HARRY FRAVERT, 
controller and assistant treasurer, Monarch 
Marking System Co.; Ep CAMPBELL, 
vice president, Fyr-Fyter Co.; and Don 
Woop (guest), Fyr-Fyter Co. 





More management fact-power 
at half the clerical cost 
... With the FOREMOST accounting machine 


New simplified procedures at Simplicity Engineering Co. of 
Durand, Michigan give these results... 


© One operator, with one Foremost accounting machine, actually 
gets more work done than was formerly accomplished by two 
bookkeepers using manual methods. 


Management gets a complete, profit-building sales analysis as a 
by-product of posting accounts receivable records. 


Profits are also protected by the analysis of purchases made while 
posting accounts payable records. 

Payrolls with paychecks are completed faster, and all checkwriting 
costs are slashed. 


Ask for folder SN-757 from your local Remington Rand 
office, or write to Management Controls Reference Library, 
Room 1159, 315 Fourth Ave., New York 10, N. Y. 


Forms and methods are illustrated in detail. 


¥ 





call 





20th Annual Contzolleis Meeting 


Industry conferences in 16 fields are being arranged by the 
chairmen pictured here for those attending the 20th Anniversary 


Annual Meeting of Controllers Institute, to be held in New York 





City at the Waldorf-Astoria from September 30 to October 3, 1951. 


OGDEN ASHLEY STANLEY STEINKO 
General Chairman Vice Chairman 


INDUSTRY CONFERENCE CHAIRMEN 


J. W. MASSIE BEAUFORD W. MAXEY R. L. MACKENZIE A. F. NORTH lL. M. COX 
Banking Chemical, Paint and Drugs, Cosmetics Electrical Fire-Casualty Insurance 
and Investment Allied Industries and Soap Manufacturing 
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CHARLES S. WEBSTER RALPH KENNON W. A. NEUMANN, JR. JOSEPH B. LANTERMAN JAMES M. ERWIN 
Food and Beverages Life Insurance Machinery Metals Manufacturing Mining and Extractive 
Manufacturing 


R. N. WALLIS T. F. MOWLE LEROY J. WALLACE MILLARD E. PRICE H. W. BOOZER 
Paper Products Printing, Publishing Retailing Transportation 
and Allied Industries Equipment 


Utilities 
KENNETH W. FRASER Textile 
(Picture not available at press time.) 
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Bank Auditors, Comptrollers 
Duties, Responsibilities Studied 


The National Association of Bank Au- 
ditors and Comptrollers recently mailed 
results of a survey on the ‘Duties and Re- 
sponsibilities of a Bank Auditor and/or 
Comptroller.” The survey was conducted 
by a subcommittee of the NABAC Re- 
search Committee in the hope that a better 
understanding of bank auditors’ and comp- 
trollers’ positions would result, and also 
to assist banks which contemplate creating 
one or both of these positions. 

Chairman of the subcommittee, Edwin 
G. Uhl, vice president and comptroller, 
Land Title Bank and Trust Company of 
Philadelphia, struck the first note of need 
for the project at a past NABAC conven- 
tion. Coupled with his address, he asked 
five questions to determine the extent of 
authority, duties and responsibilities of 
auditors and comptrollers. As a result, the 
following members were appointed to as- 
sist Chairman Uhl in the project: 

Arthur R. Burbett, who is a member of 
NABAC's Executive Committee, and 
comptroller, First National Bank, Balti- 
more, Maryland; Clarence Lichtfeldt, 
comptroller, First Wisconsin National 
Bank, Milwaukee, Wisconsin, who is first 
vice president, NABAC; and Harry E. 
Mertz, secretary to Technical Committees, 
NABAC. Mr. Burbett is a member of the 
Baltimore Control of Controllers Institute 
and Mr. Litchfeldt of the Milwaukee Con- 
trel. 

Questionnaires were mailed to all 
NABAC members and the 2,000 replies 
gave the committee an excellent basis for 
establishing a pattern on broad, general 
terms of what constitutes the positions of 
auditor and comptroller. 

Chairman Uhl in explaining the original 
objective of his committee says, “We did 
not set out to decide what the duties and 
responsibilities should be, but rather to 
determine how they are now established 
in our banks.” 

Twelve tabulations with comments show 
among many other things, the number of 
banks that mention the position of audi- 
tor and/or comptroller in their by-laws; 
the number of banks whose auditor and/or 
comptroller participate in all discussions 
of bank policy, as well as attending meet- 
ings of their boards. The report also shows 
who conducts the audit program if any 
auditor or comptroller is not emblined 
and includes over 70 excerpts of by-laws 
describing the two positions. 





COST AND BUDGET SYSTEMS 
ORGANIZATION AND PROCEDURAL 
STUDIES 
CO-OPERATIVELY DEVELOPED 
ARTHUR LAZARUS COMPANY 
Management Consultants 
70 Pine Street - New York 5 
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brings you @ full line of 
TABULATING FORMS! 


All Types: custom forms—stock forms—imprinted stock forms. 


All Fastenings: glued, sewed, stapled, unfastened—or bump fastened; 
Uarco’s exclusive method of fastening tabulating forms with 
paper only. 

All Yours with Service and Assistance: trained Uarco Representatives 
are in every major city. Five modern Uarco plants serve every 
major business area—with nearly sixty years’ experience in the 
business forms field. 

All Told: important reasons for making Uarco Incorporated your 
source .. . for quality tabulating forms! 


Call a Uarco Representative, today. 


FREE wo all tabulating users—this new book 


containing actual samples of Uarco’s full line; shows a 


fastening methods, designs, special constructions \ ‘NN 
Mail this coupon, for yours! 4% 
qmaracn 


Peseeeee eee emt | 
\ 
UARCO Incorporated \ 
Room 1619, 141 W. Jackson Blvd. 
() Chicago 4, Illinois 


Please send my copy of “UARCO CONTROL 
PUNCHED FORMS FOR TABULATING” 
INCORPORATED 
Name....... 
Busin Forms 
4s sa Address........ 
Factories: Chicago; Cleveland, Oak- ie 
land, Deep River, Connecticut; Wat- 
seka, Illinois—Sales Representatives In City and State 
All Principal Cities. sess ec scenes eanana mame ml 
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In his attempt 

to protect himself from 
misfortune and the forces 
of nature, man has adopted 


many curious practices. 


that an amulet in the form 

of a miniature birchbark 
canoe would insure that should 
evil spirits spill him into 
the water, he would not 
drown nor lose his valuable 


possessions. 


Today, the businessman has real protection—receives prompt 
reimbursement for loss of money and securities if he has our 
3-D Policy. It covers any such losses, both on or off the premises, 
due to Dishonesty (including thefts, burglaries or robberies by 
employees or others), Destruction and Disappearance. Call our 


agent in your community for this vital safeguard—now! 


HMERICAN SURETY GROUP 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 


100 Broadway, New York 5, N. Y. 


FIDELITY + SURETY + CASUALTY © INLAND MARINE © ACCOUNTANTS LIABILITY 


Conference of New England 
Accounting Instructors 


A conference of accounting instructors 
in New England is scheduled for June 
28-30, 1951. The conference will be held 
at the Massachusetts Institute of Tech- 
nology, under the direction of Professor 
John A. Beckett of the ss eer of 
Business and Engineering Administration 
at M.I.T. and is being carried out with the 
cooperation of the American Accounting 
Association. 

The conference is designed to bring to- 
gether from the New England area as many 
teachers of accounting as possible in order 
to discuss problems of teaching accounting 
and methods for the improvement of ac- 
counting instruction. Several topics will be 
presented by teachers experienced in the 
field under consideration and these will 
each be followed by informal discussions 
of the subject. These topics include: 


Teaching accounting to students of 
business administration, of engi- 
neering, of liberal arts, who are ac- 
counting majors; 

The relationship of accounting to eco- 
nomics in the curriculum; 

The use of visual aids in accounting 
instruction; 

The library resources for use in teach- 
ing accounting; 

The place of the laboratoy in account- 
ing instruction; 

The “case” versus the “textbook” 
method of teaching accounting; and 

The integration of accounting with 
other business topics such as pro- 
duction and marketing. 


The principal address will be by Profes- 
sor S. Paul Garner, president, American 
Accounting Association. 

For registration details write: Office of 
the Summer Session, Massachusetts Insti- 
tute of Technology, Cambridge 39, Mass. 


Ninth International 
Management Congress 


in Brussels 

Top management officials from 16 
countries will meet July 5-11, 1951, at the 
Ninth International Management Con- 
gress (held every three years) to take place 
this year in Brussels, Belgium. 

The agenda includes speakers from 
Sweden, Netherlands, Belgium, the United 
States, Great Britain, Brazil, France, Switz+ 
erland and Norway. 

Requests for further information about 
the program or travel arrangements should 
be addressed to: Patrick E. Nieburg, Di- 
rector of Services to U.S. Management, 
National Management Council, 501 Fifth 
Avenue, New York 17, N. Y. In Canada, 
address J. A. Coote, Secretary-Treasurer, 
Canadian Management Council, 1549 
Burnside Place, Montreal. 
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Accounting Hall of Fame 
Names Dickinson, Hatfield 


Two more names were added to the Ac- 
counting Hall of Fame at Ohio State Uni- 
versity in May following the election of A. 
Lowes Dickinson and Henry Rand Hat- 
field, posthumously, at the banquet session 
of the 13th Annual Institute on Account- 
ing held in Columbus on May 18. 

In 1950, when the Accounting Hall of 
Fame was first established, George O. 
May, Robert H. Montgomery and William 
A. Paton were honored. 

Mr. Dickinson, a native of England, 
came to the United States to become a 
member of Price, Waterhouse and Com- 
pany, in New York. He was a: Certified 
Public Accountant, active in the New 
York State Society of Certified Public Ac- 


countants and in the American Institute of 
Accountants. Mr. Dickinson was the au- 
thor of “Accounting Principles and Prac- 
tice,” an early accounting textbook. He 
died in 1935 at the age of 76. 

Mr. Hatfield, who died in 1945, aged 
79, was Dean of the College of Business 
Administration at the University of Cali- 
fornia at Berkeley. He was author of one 
of the earliest authentic American college 
textbooks in the field of accounting, ac- 
cording to the citation read at the awards 
presentation. During World War I, Dean 
Hatfield was Director of the Division of 
Planning and Statistics of the War Indus- 
tries Board, and later served as a member 
of the Advisory Tax Board. 





THE BANNER OF CONTROLLERS INSTITUTE OF AMERICA was displayed on high 
during the course of the various sessions of the 1951 Eastern Conference in Baltimore, 
April 20-21, under the sponsorship of the Baltimore Control of the Institute. Pictured 
is the head table of the Saturday luncheon which was addressed by T. Coleman An- 
drews, president of the American | of Accountants. Those present at the head 
table representing Controls in the Conference area, included (left to right): 

NORMAN OLLEY, Rochester; EDMUND S. CHODD, Chattanooga; GEORGE PLUMMER, Toronto; PAUL 
HAASE, assistant managing director of Controllers Institute; S. CHAPLIN DAVIS, general chairman of 
the Conference; DOUG GREENWOOD, Philadelphia; GEORGE HALLETT, Newark; EARL UHLIG, Baltimore; 
MR. ANDREWS; VERL ELLIOTT, toastmaster and past president of Controllers Institute, Philadelphia; 
CHARLES JOHNSON, Bridgeport; VICTOR DAVIS, Boston; HOWARD OBERLANDER, District of Columbia; 
and PAUL KREMER, Buffalo. 
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PLAN NOW TO 
ATTEND THE 


20th 
Annual 
Meeting 


CONTROLLERS 
INSTITUTE 


September 30 
tol 
October 3 


(1951 


“Waldorf Astoria 
NEW YORK 














Members of the Controllers Institute are identified in the follow- 
ig items by certificate number and year of election in parentheses. 


F. K. ZIMMERMAN (#2423-1943), for- 
merly secretary-treasurer of the Lynch Cor- 
poration, Anderson, Indiana, was recently 
named president of the company. 


Morse G. Dit has been elected execu- 
tive vice president of the Union Carbide 
and Carbon Corporation, New York. Mr. 
Dial joined the company in 1929. In 1937 
he became assistant secretary and treasurer. 
Since 1949 he has been director, vice pres- 
ident and treasurer of the corporation. 


S. GORDON GLAYSHER (#964-1937) 
has been named a director of Miami 
Corp., Chicago, with which he is associ- 
ated as secretary 


First Choice 
of Executives 
in Washington 


Distinctive service and com- 
fortable living . . . mere min- 
utes from government agen- 
cies and executive offices 

. in walking distance of 
fi ial district, department 
stores, 











theatres. These are 
but a few reasons why 
visiting executives stay at 
The Carlton—first choice in 
Washington. 


THE HOTEL 
BG Ee 


16th & K Sts., N. W. 


President 


Eart A. Dorsey (#3597-1946), pre- 
viously assistant controller of Brown-For- 
man Distillers Corporation, has been 
named assistant secretary of the company. 
Mr. Dorsey is currently serving as first 
vice president of the Louisville Control 
of Controllers Institute. 


HAROLD GLENN BrxBy (#724-1936), 
vice president and treasurer, Ex-Cell-O, 
Corp., Detroit, has been elected president 
to succeed PHit HUBER, who has moved 
up to the newly created position of chair- 
man. Mr. Bixby first became affiliated with 
the company in 1928. 

EARL E, CONLIN (#4173-1948), secre- 
tary and assistant treasurer of Ex-Cell-O, 
was advanced to secretary and treasurer. 


RAYMOND D. BURNET (#1021-1937) 
resigned as president and treasurer, and a 
director, of Starrett Television Corpora- 
tion, New York, effective March 30. 


Myron W. KRUEGER (#4231-1948), 
treasurer of Raymond Concrete Pile Com- 
pany, New York, was elected a director 
of the company. Prior to being elected 
treasurer in 1948, Mr. Krueger was with 
Carnegie-Illinois Steel Corporation, Pitts- 
burgh, as assistant comptroller. 


ROLLIN E. EckKE (#1634-1940), treas- 
urer, Farmers 

Insurance Ex- 

change, Los An- 

geles, California, 

was recently ap- 

pointed vice 

president and 

treasurer. At the 

same time Ray- 

MOND C. VON 

ROSENBERG 

(#4178-1948), 

MR. ECKE controller, was 

made vice president and controller. 


FRED A. SCHLOSSSTEIN, contract man- 
ager and supervisor of audit engagements 
for Price, Waterhouse & Co., has accepted 
the post of controller for Ball Brothers 
Company, Muncie, Indiana. Mr. Schloss- 
stein has been associated with Price, Wa- 
terhouse & Co. in St. Louis for 27 years. 


Davip C. BEVAN has been appointed 
vice president in charge of finance for the 
Pennsylvania Railroad Company, Philadel- 
phia, Pa. Mr. Bevan was treasurer of the 
New York Life Insurance Company prior 
to assuming his new post on May 16. 

DouGtas H. MILLER has been elected 
treasurer of Automatic Steel Products, 
Inc., New York. Mr. Miller was formerly 
associated with Alexander Grant & Co., 
certified public accountants. 


JAMES E. WALLEN, who has been treas- 
urer and controller of the Mutual Broad- 
casting System, Inc., New York, was re- 
cently named secretary and treasurer of the 
network. 

E. E. MCCONNELL (#817-1936), con- 
troller and a director of the Norton Com- 
pany, Worcester, Mass., addressed the 
April 12 dinner meeting of the Federal 
Government Accountants Association at 
the Hotel Willard, Washington, D. C. 
His subject was ‘Cooperation Between 
Federal and Industrial Accountants.” Mr. 
McConnell is a past president of Control- 
lers Institute (1945-46), which he now 
represents on the Advisory Council on 
Federal Reports. 


WILLIAM C. THOMPSON (#3066-1944), 
formerly vice 
president of Ter- 
minal Ware- 
houses Ltd., To- 
ronto, Ontario, 
Canada, has 
joined E. I. du 
Pont de Nemours 
& Co., Wilming- 
ton, Delaware, 
as special assist- 
ant to the comp- 
troller. 


Palmer 


MR. THOMPSON 

MEYER FEINBERG (#2239-1942), as- 
sistant controller, Commercial Solvents 
Corporation, New York, was chairman 
and moderator at a meeting of the Na- 
tional Insurance Buyers Association, Inc., 
held in New York on March 22, at 
which the featured speaker was Mar- 
SHALL B. DALTON, president of the Bos- 
ton Manufacturers Mutual Fire Insurance 
Company. Mr. Dalton, whose subject was 
“Use and Occupancy and Extra Expense 
Insurance,’ appeared in the January 1948 
issue of THE CONTROLLER with an article 
on "Repair or Replace Insurance.” 

LEBURTON D. WEBSTER (#4879- 
1950), formerly divisional controller, Oz- 
alid Division of General Analine & Film 
Corporation, Johnson City, N. Y., is now 
controller of M.K.M. Knitting Mills, Inc., 
Manchester, N. H. 


RALPH B. BRUNDRETT was recently 
named treasurer of Skilsaw, Inc., Chicago. 
Mr. Brundrett joined the organization in 
1945 as comptroller. Prior to that time he 
was vice president and treasurer of the 
Hamilton-Brown Shoe Company of St. 
Louis, Mo. 
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RALPH B. BusH (#3252-1944), treas- 
urer of American Mail Line, Ltd., Seattle, 
has been named a vice president. Mr. 
Bush, who is president of the Seattle Con- 
trol of Controllers Institute, will continue 
to hold the post of treasurer. 


MaRION M. JOHNSON (#3266-1945) 
previously assis- 
tant controller 
and credit man- 
ager of Brown- 
Forman Distil- 
lers Corporation, 
Louisville, has 
been elected as- 
sistant treasurer 
of the company. 
Mr. Johnson is a 
past president of 
the Louisville 
Control of Con- 
trollers Institute for the years 1949-50. 


MR. JOHNSON 


FRANK A. NEMEC (#4015-1947), sec- 
retary of Lykes Brothers Steamship Com- 
pany, Inc., New Orleans, has been elected 
vice president—Finance Division and sec- 
retary and treasurer. JACK CREEVY has 
been named comptroller. Mr. Nemec, a 
director of the New Orleans Control of 
Controllers Institute, recently served as 
program chairman of the Southern Con- 
ference held in New Orleans in March. 


ARTHUR DUANE (#4112-1948), vice 
president, American Trust Company, San 
Francisco, served as chairman of the West- 
ern Regional Conference of the National 
Association of Bank Auditors and Con- 
trollers, May 7-9, in San Francisco. Mr. 
Duane is a director of the San Francisco 
Control of Controllers Institute. 


ROSCOE SEYBOLD (#253-1933), past 
president of Controllers Institute, is now 
serving as execu- 
tive secretary of 
the Alumni 
Scholarship 
Foundation and 
consultant to the 
president of Pur- 
due University, 
West Lafayette, 
Indiana. Mr. 
Seybold had 
served, subse- 
quent to his re- 
tirement in 1950 
as vice president of Westinghouse Electric 
Corporation, as vice chairman of the Muni- 
tions Board, Department of Defense, and 
is now on indefinite leave of absence from 
that post. 


MR. SEYBOLD 


WILLIAM B. GorRMAN, controller of 
Gimbel Bros., has been elected president 
of Charge-Plate Group, Inc. He succeeds 
Leo C. Levin, treasurer of Franklin Simon 
& Co. The organization is an association of 
12 of the leading New York stores which 
has distributed more than one million 
identification plates to charge customers. 
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EARL J. WIPFLER (#2508-1943), as- 
sistant comptroller, Monsanto Chemical 
Company, St. Louis, was the featured 
speaker at the April 3 Technical Discus- 
sion Meeting ot the Illinois Manufac- 
turers’ Cost Association in Chicago. Mr. 
Wipfler’s subject was “Budgeting as a 
Tool for Management Planning” and the 
discussion leaders for the meeting were 
T. W. Bryant (#255-1933), general con- 
troller, the Cuneo Press, Inc., Chicago, 
and A. C. JOHNSON, secretary-treasurer, 
Henry Pratt Company, Chicago. Mr. Wip- 
fler is a member of Controllers Institute's 
National Committee on Management 
Planning and Control and Mr. Bryant is 
a member of the Advisory Council and a 
past national vice president of Controllers 
Institute. 


A. J. AMMON (#2647-1943) was the 
principal speaker at a technical meeting of 
the New York 
State Society of 
Certified Public 
Accountants on 
May 24. The 
meeting was 
sponsored by the 
Committee 
on Graphic Arts 
and Allied In- 
dustries Ac- 
counting of the 
Society. 

Mr. Ammon is 
vice president and a director of American 
Book-Knickerbocker Press, Inc. and holds 
offices in affiliated companies. He is a 
member of the Cost Accounting and In 
ventory Methods Committee of the New 
York State Society of CPAs and vice-chair 
man of the Cost Accounting and Analysis 
Committee of the New York City Control 
of Controllers Institute. 


MR. AMMON 


JOHN B. COOKENBOO (#3841-1947), 
controller of Houston Natural Gas Syst2m, 
has assumed the additional duties of treas- 
urer. Mr. Cookenboo served as vice presi- 
dent of the Houston Control of Control- 
lers Institute during the past year. In 1943 
Mr. Cookenboo received the John Burris 
Allred Merit Award. He has been asso- 
ciated with Houston Natural Gas since 
1946. 


EDWARD F. BEALE has been elected sec- 
retary-treasurer of Pennsylvania Salt Man- 
ufacturing Company, it was announced 
yesterday. Mr. Beale, formerly controller, 
succeeds WARNER R. Over, who has re- 
tired. 


EARL CLuBB has accepted the post of as- 
sistant controller of the Canada Car and 
Foundry Co., in Montreal, Canada. 


A. E. BOLLENGIER was elected treasurer 
of United Artists, New York, to serve as 
chief fiscal officer and H. J. MULLER 
(#838-1936), now treasurer will retain 
his present functions with the title of 
comptroller. 


ANTHONY VON WENING (#3545- 
1946), a vice president and controller of 
A. O. Smith Corporation, Milwaukee, 
Wisc., was recently named chairman of 
the newly created finance committee. Mr. 
von Wening was with Illinois Bank and 
Trust Co., Chicago, before joining A. O. 
Smith in 1940. 


EUGENE H. GLAETTLI (#2249-1942), 
controller of Hayes Manufacturing Cor- 
poration, Grand Rapids, Mich., was re- 
cently elected a vice president of the com- 
pany. 


Russett E. Brooks (#3455-1945), 
formerly vice president, Eastern Corpora- 
tion, Bangor, Maine, has joined Royal 
Lace Paper Works, Inc., Brooklyn, N. Y., 
as executive vice president. Royal Lace is 
a subsidiary of the Eastern Corporation. 














A MAJOR 
PROBLEM OF 
ACCOUNTANTS. 





K eeping the proper- 


ty accounts in line 
with the property 
facts. Continuous 
Appraisal Service 
is the answer. 


The AMERICAN 
APPRAISAL 
Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 









































Simplest! at 


One to twenty 


TELEVOICE Stations 


the EDISON 





Yes. 


we Said 
Diner 
Instrument! 


The world’s Smallest! Handiest! 











'f | the cost! 





An Edison first, perfected after more than six 
OD years of proof on the firing line! Winning the 
most sensational acclaim in the history of in- 
ra strument dictation! Easy to use as a telephone! 
re) Complete, remote control by push-buttons! 
connect to “Delivers” dictation to EDISON TELEVOICE- 


TELEVOICEWRITER WRITER at secretary's desk. Cuts cost of instru- 


ment dictation as much as 6624%! 


900. L86— 





COS 


GET THE WHOLE STORY—NOW! Send for 
this new descriptive booklet. Or, to 
arrange for a demonstration, call ‘‘EDI- 
PHONE” in your city. In Can- 

ada: Thomas A. Edison of Can- 

ada, Ltd., Toronto 1, Ontario. 


Q Exiivon. 


INCORPORATED 


EDISON, 12 Lakeside Ave., W. Orange, N. J. 
Okay—send me a LINE ON TELEVOICE. 


NAME 
COMPANY 
ADDRESS 


CITY esses) | See | SNe 


PauL R. STEVENSON (#5102-1950), 
vice president-treasurer, Walker-Scott Cor- 
poration, San Diego, California, is now 
president and general manager of Steven- 
son's Inc. (formerly Iller’s Inc.), La Jolla, 
California. 


PAUL B. WEIDMAN (#5091-1950), for- 
merly assistant controller, Pasco Packing 
Co., Dade City, Florida, is now controller 
of Quality Beverage Company, Inc., Hous- 
ton, Texas. 


CHARLES E. JONES, vice president and 
comptroller, Seiberling Rubber Company, 
Akron, Ohio, 
was recently 
elected a direc- 
tor, succeeding 
J. L. Cocurun, 
retiring execu- 
tive vice presi- 
dent. Mr. Jones 
has been with 
Seiberling since 
its founding in 
1921 and was 
elected a vice MR. JONES 
president of the 
organization in 1944. 


LIONEL M. GOLDBERG (#4635-1949), 
vice president and controller, National 
Container Corp., New York, was recently 
elected assistant to the president. Mr. 
Goldberg will continue as vice president. 
SAMUEL D. Bass (#4850-1950), assistant 
to the treasurer, was elected controller. 


O. T. MACMILLAN, formerly assistant 
controller, has been named vice presi- 
dent and controiler of New York Tele- 
phone Company, to succeed BENJAMIN 
F. YOUNG, retiring. 





Obituary 


Gustav A. Stegmann (#3938-1947), 
treasurer and member of the board of di- 
rectors of Brown-Camp Hardware Co., 
Des Moines, Iowa, died after a heart at- 
tack at the Iowa Lutheran Hospital on 
April 2, 1951 at the age of 60. Mr. Steg- 
mann was associated with his company 
for 29 years. 





J. C. Yarbrough (#670-1936), vice 
president and comptroller, Los Angeles 
Transit Lines, passed away on March 
20, 1951 at the age of 55. 

Mr. Yarbrough, a native of Okla- 
homa, joined the Los Angeles company 
in 1923 where he started as a clerk in 
the mechanical department. He became 
assistant chief sok in 1932, chief clerk 
in 1933, auditor in 1934 and comptrol- 
ler in 1945. His appointment as vice 
president and comptroller came in 1948. 

Mr. Yarbrough served as president of 
the Los Angeles Control of Controllers 
Institute for the year 1940-41. 


THE CONTROLLER * JUNE, 1951 





|s there costly waste tin your 


Parts and Assembly Order system? 


Do you know how many separate writings 
you require to control the manufacture of 
parts and to requisition parts for assembly? 


Have you investigated recently to see if any 
writings are being made which can be 
eliminated? 

Do you type a new operation routing when- 
ever you issue an order for the manufacture 
of a part? 

Do you rewrite the operation descriptions, time 
allowances, piece rates, tool information, etc. 
individually for each order? 

Are labor tickets, move tickets, etc. written 
individually for each order? 


Are any of your job records such as labor 
tickets, requisitions, receipts, etc. written in 
the shop by foremen or production employees? 


Do you copy lists of parts from bill of material 
to assembly order and control records? 


Are material requisitions and identification 
tags, used for the withdrawal of parts and 
their delivery to the assembly floor, written 
individually? 


1 
2 
3 
4 
5 
6 
¥ 
8 


Yes[] No[] 
Yes[] No[) 
Yes[] No[] 


Yes] No] 
Yes[] No[] 


Yes[] No] 
Yes[_] No[] 


Yes] No[] 


These 8 revealing questions 
may help save your firm 
thousands of dollars! 


DITTO. 


DITTO, Incorporated 
662 S. Oakley Bivd., Chicago 12, Ill. 


YOUR ANSWER HERE MAY BE THE MOST IMPORTANT 


PRODUCTION 
PURCHASING 
PAYROLL 
ORDER-BILLING 





Would you like us to send you folders which 
9 illustrate how you can eliminate all rewriting in 
preparation of parts and assembly orders, reduce clerical 
costs, speed movement of parts and materials to assembly 
floor and eliminate waste in withdrawal of parts and 
materials? Yes{[ | No[_] 
If your answer is “Yes” fill in and mail to: 

Ditto, Inc., 662 S. Oakley Bivd., Chicage 12, ll. 


Name _— soeesasiieiastieciieas 

Firm Tite 
Address __ ES ae ey a A 
City - inant RO i lacie 





"Say! That new 
payroll record service 
s “a r/ 
is terrific! 


“Remember how I used to worry about 
getting our payroll work done on time? 
Remember all the overtime costs I had 
to explain to the VP? Remember all the 
fuss I had with the girls? 


No more of that for us—not since 
we're having the Recording and Sta- 
tistical Corp. turn out our records on 
their special high-speed payroll ma- 
chines. After all, why should clerks 
turn out that repetitious work week 








after week when it can be turned out 
automatically. I figure we'll save thou- 
sands of dollars this year!" 


SEND FOR FREE BROCHURE NOW! 


We sincerely believe that we can save 
thousands of dollars for you—just as 
we do for so many other firms. (Other 
services: Tabulations of sales, orders, 
prices, costs, inventories, special re- 
ports.) Why not write or call now? 


RDING & STATISTICAL CORP. «1 


CHICAGO -B 


N- DETROIT: MONTREAL 


TORONTO " 


100 Sixth Avenue, New York 13, N.Y 





THE CHART YOU CAN CHANGE 
Without Costly Re-Drafting! 


Single Governmental Agency 
Urged for Foreign Procurement 

Immediate clarification by the United 
States Government of the current confu- 
sion in the allocation and procurement of 
raw materials was urged recently by George 
A. Sloan, industrialist and chairman, 
United States Council of the International 
Chamber of Commerce. In a speech before 
the Economic Club of Detroit, Mr. Sloan 
stated that instead of the many overlapping 
agencies in the field now there should be 
one governmental agency in Washington 
—possibly ECA— in sole charge of alloca- 
tion and procurement of raw materials. 

“One of the most crying needs of the 
moment,” said Mr. Sloan, “is the elimina- 
tion of the inconsistent performance by a 
host of administrative agencies—some 
twenty-three of them—that have a govern- 
mental finger in the international economic 

ie. 
. Mr. Sloan recommended that all the 
scattered efforts of the United States in the 
foreign economic field be consolidated 
within a single governmental agency to be 
headed by a man of outstanding ability 
with public acceptance. 

“The Hoover Commission,” said Mr. 
Sloan in this connection, ‘‘in many other 
fields has pointed out the waste and inefhi- 
ciency and stupid duplication of much of 
our administrative structure in Washing- 
ton and abroad. Here, in the field of for- 
eign economic policy, is a situation ripe for 
a Hoover Commission approach.” 

Mr. Sloan proposed that United States 
foreign economic policy be made up of the 
following pillars: 





Die-Cut Plastic letters are used for Com- 
pany name headings. Each letter has 
flanges which fit securely into the grooves 
of the felt background, which is available 
in Maroon, Dark Green, Black or White. 


1. Establishment and maintenance of 
just and lasting peace as our paramount ob- 
jective. 


A PARTIAL LIST OF 
PROMINENT USERS 


United States Army 

United States Navy 
International Harvester Co. 
General Motors Corporation 
New York Life Insurance Co. 
Detroit Edison Co. 


MANAGEMENT CONTROL CHARTS CO. 


Plastic windows (available 


in many sizes) hold typewritten or hand- 
lettered cards. Movable Plastic strips form | 
the rules. Any card may be changed or en- | 
tire sections re-arranged quickly and easily. 


The 
EVERLASTING 
Interchangeatle 
ORGANIZATION 
CHART 


® Sizes to Fit Any Organization Structure 

® Sharp Prints Are Made Directly from the Chart 

© A Typewriter and Ordinary Paper Are All You Need 
® Relieves Busy Draftsmen of This Costly Work 
® invaluable as a Visual Training Aid 


Transparent 


Send for 4-page folder illustrating typical organization 
structures and list of other prominent users. Write Dept. | 
1735 today ! Or phone MIchigan 2-6334. 


1735 WN. Wells St. | 
Chicago 14, IL | 
{ 


2. Enlightened and active United States 
world economic leadership. 

3. Development of non-Soviet world’s 
strength at rapid rate. 

4, All-out drive to stop inflation in every 
part of free world. 

5. Administration of all United States 
aid efforts under a single agency. 

6. Increase of efforts to develop, procure 
and allocate raw materials internationally. 

7. Planning by business today beyond 
emergency period. 

8. Fulfillment of business’ role, with en- 
lightened cooperation by governments, in 
making possible an extensive flow of for- 
eign investment abroad. 





Standard Appraisal Co. 
6 Church St. New York 
Branches all principal cities 
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Emergency Tax 
Program Proposed 


A fair distribution of the tax burden, 
maximum restraint on inflation and mini- ! } 


mum impairment of production are the 
main objectives of a 1951 “pay-as-you-go” 
Federal tax program recommended by the 
Research and Policy Committee of the 
Committee for Economic Development. 
The recommendations include: 


1. Maximum possible economy in gov- 
ernment expenditure, which would reduce 
Federal cash expenditure by some $6 bil- 
lion from the $74 billion proposed for fis- 
cal 1952. 

2. Prompt enactment of a $10 billion tax 
increase. 

3. Tight restriction on the expansion of 
bank credit. 

4. A national program to encourage pri- 
vate savings. 


“This program, fully carried out, would 
yield a cash surplus of two to three billion 
dollars in fiscal 1952,” the CED said. 
“Thus it would maintain the anti-inflation- 
ary influence of the budget but would not 
rely exclusively upon higher taxes to do 
this. At the same time, it would greatly 
strengthen the defense against inflation at 
the points where the defense has been 
weakest—namely control of the expansion 
of credit and the promotion of savings.” 

The Committee repeated its 1948 recom- 
mendation that Congress establish a Com- 
mission on National Monetary and Finan- 
cial Policies. 

The Committee's tax proposals would 
yield approximately $5.25 billion from 
new and increased excise taxes, $3.85 bil- 
lion from an increase in individual income 
taxes and $1 billion through a new Defense 
Profits Tax. 


U.N. Job Policy Held 
Economic Nationalism 


Opposition to United Nations views 
on employment policies was announced 
recently by the United States Council, 
International Chamber of Commerce. 

The council took issue with the rec- 
ommendations of a document prepared 
by a group of United Nations experts 
entitled “National and International 
Measures of Full Employment.” 

The council said that it is “shocking 
that a publication of the United Nations 
should so frankly espouse even more 
economic nationalism than a large num- 
ber of its member nations are disposed 
to adopt. Discriminatory import restric- 
tions, exchange control and _ bilateral 
trade are actually praised by the experts. 
There is no mention that these practices 
had Nazi and Fascist origins and were 
rightly considered to have been highly 
disruptive of international trade.” 
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Costs Run High / 


ON WORKMEN’S COMPENSATION INSURANCE 


unless you take advantage of the several 
“Cost-plus” plans now available. 


In the cases of three of our clients in dif- 
ferent lines of industry, savings ran 18%, 
32% and 13% respectively. 


Jamison Surveys and Audits also point the 
way to improvements in coverage on pfrac- 
tically all forms of insurance carried by 
industry. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
111 FULTON STREET, NEW YORK 38 














a 
How TS SAVE 


FOLDING MONE 


Monthly statements, form letters, bulletins, advertising 
literature, or whatever . . . you have to fold ’em before 
you mail ’em. Do it the modern way . . . automatically 
. .. with a Davidson. Save time . . . save money . . . mail 
promptly . . . avoid upset office routine. Any girl can 
operate a Davidson. Adjustments are few and simple. It 
handles light and heavy aes ... makes a variety of 
parallel folds. And it will quickly pay for itself even 
though you use it but once a month. Want details? Write 
for our “fact book” on office folding. 


Davidson 


FOLOING 
MACHINE 





DAVIDSON CORPORATION 

A SUBSIDIARY OF 

MERGENTHALER LINOTYPE COMPANY 
1024-60 W. ADAMS ST., CHICAGO 7, ILL. 
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Arbitrary Attacks on Bigness Held Unwise, Unnecessary 


NY ARBITRARY ATTACK upon bigness, 
A as such, in American industry would 
be both unwise and unnecessary, says a re- 
cent Twentieth Century Fund report, ‘Mo- 
nopoly and Free Enterprise.” 

The Fund’s Committee on Cartels and 
Monopoly, whose report forms the final 
chapter of the survey, believes that an 
indiscriminate attack upon the industrial 
machine that has produced so many bene- 
fits would be unwise. ““What is needed is 
not an arbitrary assault upon size, as such, 
but a vigorous effort to discover those mar- 
ket situations where concentration of con- 
trol is prejudicial to the public interest.” 

The Fund study of “Monopoly and Free 
Enterprise’ includes both the special Com- 
mittee report and a research report by 
George W. Stocking, Professor of Eco- 
nomics at Vanderbilt University, and My- 
ron W. Watkins, Economic Consultant. 

Stocking and Watkins, co-directors of 
the research for the survey, provide some 
figures on how extensive industrial con- 
centration is in the United States: 

On the eve of World War II in each 
of seven industries, one corporation con- 
trolled the entire domestic output; in five 
others, one company accounted for from 


60 to 95 per cent; in twelve others, two 
companies accounted for from 62 to 100 
per cent. 

According to the authors, the industries 
in which four or less producers controlled 
75 to 100 per cent of production, as meas- 
ured by value, produced one third of all 
manufactured products by value. Industries 
in which four producers or less turned out 
more than half the total value product ac- 
counted for over half of the value of all 
manufactured products. 

Since World War II, according to the 
Fund report, there have been forces work- 
ing both toward and away from concentra- 
tion and monopoly, but on the whole the 
picture has not greatly changed. The pic- 
ture is still one of imperfect competition, 
the report declares, with a few large con- 
cerns dominating the market in many im- 
portant parts of the economy. 

The members of the Fund's Committee 
on Cartels and Monopoly believe strongly 
that bigness may be bad for business. ''Con- 
centration of power gives rise to demands 
for administrative regulation. It facilitates 
socialization. It threatens the preservation 
of private enterprise. . . . Hostility to 
concentrated power is deeply rooted in 


Ds . OPPORTUNITIES + 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each insertion. 50¢ each additional line. Payable 
in advance. Allow approximately 40 words to the 1 column-wide inch including 2 words for 
box number. Closing date 10th of preceding month. Address box number replies to THE Con- 
TROLLER, One East Forty-second Street, New York 17, N. Y. Replies will be forwarded. 


SITUATIONS WANTED 


HELP WANTED 


ACCOUNTING EXECUTIVE 

Age 41, presently employed as controller in 
manufacturing organization, desires new con- 
nection in the capacity of controller, treasurer, 
or assistant. College degree in accounting and 
business administration. 16 years experience 
in accounting, finance, budgets, taxes, credit, 
systems and procedure. Box 1062. 


CONTROLLER OR ASSISTANT 

Ten years public and private accounting; 
wide experience customer relations, credits, 
collections, sales; personnel training in ac- 
counting procedures, bookkeeping machines. 
Thoroughly experienced federal, state (12), 
city tax returns; statements, audits, reports, 
B.B.A. degree. Age 31. Box 1063. 





THe CONTROLLER reserves the right to ac 
cept, reiect or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





$$ MORE SALARY $$ 


CONTROLLER 
WANTED 


to eventually become treasurer of 
a multi-million dollar corporation 
in the midwest. This is a big posi- 
tion for a big man. Write for job 
and applicant specifications. 


LOGSDON PERSONNEL 
19 West Jackson Blvd. 
Chicago 4, Illinois 
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American tradition. The desire for eco- 
nomic independence is at the basis of the 
philosophy of antitrust.” 

The Committee does not believe that the 
problem of concentration can be solved by 
putting fixed limits on the size of business 
firms. Such limits, they say, would be hard 
to define and would reduce all incentive to 
industrial progress. As the established limit 
was approached by an enterprise the incen- 
tive for advancement of technology, for 
the improvement of products, and the re- 
duction of costs and prices for that par- 
ticular business would disappear. 

It is the task of public policy, says the 
Committee, to decide where great size and 
concentration serve the public interest and 
where they do not. In the latter case, they 
should be dissolved and new combinations 
prohibited. It is a rule of reason that is re- 
quired, the Committee declares, and draw- 
ing the line is the greatest problem facing 
antitrust forces. 

“Monopoly and Free Enterprise’ is the 
third and last volume in a series of Fund 
studies on cartels and monopoly. 

"Monopoly and Free Enterprise’ by George 
W’. Stocking and Myron W’. Watkins. With the 
report and recommendations of the Committee 
on Cartels and Monopoly. 596 pages, cloth. 
Twentieth Century Fund, New York. $4.00. 


Accounting Problems 
in an Emergency Economy 


Feet ticys has provided the key which 
enabled the American private enter- 
prise system to double its productive ca- 
pacity during the past twelve years, T. 
Coleman Andrews, president of the AIA, 
told the luncheon guests at the recent East- 
ern Conference of Controllers Institute. 

Without modern accounting techniques, 
business management would not have had 
the financial information which was neces- 
sary to organize this expansion, and with- 
out the public confidence in business finan- 
cial statements which come from audits 
by independent certified public account- 
ants, it would not. have been possible to 
accumulate the private capital which fur- 
nished the money to pay Ter expansion. 

The future horizons of accounting are 
practically unlimited because the future 
horizons of business are still almost un- 
limited, Mr. Andrews believes. 

We do not have any more physical 
frontiers, but the application of scientific 
progress through our system of private 
enterprise offers a possibility of greater 
advances in the future, he said. 

The growth of government has pro- 
vided another major field for accounting 
progress. A government which may spend 
as much as $70 billion a year owes an ob- 
ligation to its people to account for funds 
more accurately than it has in the past. 
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YOUR RETIREMENT PROGHAM 


SHOULD BE GEARED TO YOUR COMPANY EARNINGS 


IF your company 
EARNINGS ARE STEADY 


Your company probably can afford 
the permanent commitment of an | 
adequate pension system. 


IF your company 


EARNINGS ARE ERRATIC | 


Your company probably can best 
solve the retirement problem 
through a deferred profit-sharing 
trust—or a combination of a modest 
fixed pension commitment plus a 
profit-sharing retirement plan. 








FIND OUT what plan 


BEST fits your business Write or call the 

PENSION TRUST DIVISION 

City Bank Farmers Trust Company or 
The National City Bank of New York 
There is no obligation, of course, Ash for var Pension Beckles C3 


Let us help you with complete 
analyses, including cost estimates. 











We Act As Trustee Under Pension Plans and as Agent for Individual Trustees 


CITY BANK FARMERS TRUST COMPANY 


CHARTERED 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


ESTABLISHED 1812 











with time-and-effort-saving features never before combined on one machine. 

The National Adding Machine 
handles more work... faster... 
with greater accuracy... and 
with less effort. 


Automatic clear signal. Gives 
outomatic printed proof of 
whether or not the machine was 
clear when the operator started 
to use it. 


Automatic space-up of tape. 
Spaces tape to correct tear- 
off position when total is printed. 
Saves time, effort, paper. 


Automatic credit balance. 
Actual minus totals are auto- 
matically computed, and printed 
by a single touch of the total bar. 
Prints in red, with CR symbol. 


Full, visible keyboard. All ci- 
phers print automatically —sav- 
ing time, motion, and effort! Two 
or more keys can be depressed 
simultaneously. Amounts remain 
visible until added. 


Check these outstanding features . . . 


Can never be mistaken for 


> AT < Subtractions in red. 


Easy-touch key action. Depression of 
keys is practically effortless, yet suffi- 
cient to tell you when you have depressed 
a key. Tension is uniform 31 oz. 


additions. Stand out promi- 
nently even after amounts 
have been “checked off” 
on the tape. Identified in- 
stantly, for everyone knows 
the meaning of red figures. 


Large answer dials. Al- 
ways show the accumulated 
total in large numerals. 
Permit use of machine with- 
out tape. 


Heavy-duty construc- 
tion. Compact for desk 
use. Portable enough to 
move about, yet rugged 
erough to carry on through 
long years of hard service. 


Only by actual demonstration on 
your own work can you fully real- 
ize what this remarkable machine 
can do for you! Call your local 
National Cash Register Com- 
pany’s office — or the local 
dealer for National Adding 
Machines — and arrange for 
such a demonstration at once! 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
ADDING MACHINES © CASH REGISTERS 
ACCOUNTING MACHINES 





